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I INTRODUCTION 


JOACHIM JENS HESSE 


The countries of Central and Eastern Europe are currently undergoing funda- 
mental, if not revolutionary changes affecting the very foundations of their 
political, social and economic life. Although both the extent of the transformation 
processes that have thus far taken place and the pace differ considerably from 
country to country, it is undoubtedly possible to detect a number of shared 
characteristics which suggest a common pattern of political and societal change. 
The distinguishing features include: 


— the transition from what were effectively, if not in name, systems of one-party 
rule, in which the leading role of the Communist Party in all sectors of society 
was firmly entrenched, to pluralist, multi-party parliamentary systems with 
democratically elected and accountable governments; 

— the abandoning of the principle of ‘democratic centralism’ in favour of a 
far-reaching deconcentration and decentralization of political power to be 
exercised under the rule of law; 

— the rejection of the principle of unity between politics and economy. which 
involves the emergence of distinct spheres of political and economic life; and 

— far-reaching economic reforms whose principal aims are the strengthening of 
private enterprise, the denationalization (or rather privatization) of a large 
share of the previously state-controlled productive capital and a substantial 
deregulation and liberalization of the national economy. 


The underlying ideas spurring the ambitious reform attempts at replacing a 
nationalized, centralized and planned economic system with a market economy 
are, in principle, also being applied to the task of reorganizing or perhaps re- 
founding public administration. Thus, there are moves to strengthen demo- 
cratic controls over state administration and to increase its accountability to 
democratically elected bodies; efforts are underway which aim at the deconcen- 
tration and decentralization of the bureaucratic apparatus; the need to bring 
public administration strictly under the rule of law and to guarantee the legality 
of administrative acts is stressed; and it is universally accepted that administrative 
efficiency, effectiveness and flexibility must be increased. All this implies that 
the organization of governance is subject to the same pressures for change which 
have already led to radical political reforms, which show signs of transforming 
the economy and, partly by extension, revolutionizing the fabric of society. 

The task of modernizing public administration, or as it were the public 
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sector at large, goes much beyond subjecting it to the basic legal norms 
of conduct which govern the execution of public responsibilities in the majority 
of the industrialized countries of the western hemisphere. The challenge with 
which public administration is faced in Central and Eastern Europe, is to redefine 
even its role in society or, more concretely, its relations with politics, the 
economy and the civil community. It is, therefore, worthwhile to recall that the 
dynamics of administrative transformation are intimately linked to changes in 
the political, legal, social and economic environment in which public institutions 
operate and on whose material and immaterial inputs they crucially depend. 
Legitimacy, authority, legality, acceptance and finance are amongst the most 
important resources required for effective administrative activity, and they 
cannot be generated by public administration itself. Accordingly, the outcome 
of policies aimed at public sector reform is decisively shaped, albeit pre- 
determined, by political, legal, social and economic developments. Although 
public administration is both the object of reform and, almost invariably, its 
chief agent, the reform process is an interactive one. It follows from this that 
the study of administrative transformation requires a perspective which takes 
account of the interdependence and interrelatedness between public administra- 
tion and its environment. Such a ‘contextual’ or ‘ecological’ view promises to 
yield significant insights both into the main driving forces behind reform efforts 
and into restrictive or even obstructive factors. 

Given this background, it is certainly a surprising and regrettable experience 
that the task of transforming public administration has been significantly 
underestimated during the early stages of the reform process in Central and 
Eastern Europe. It is only recently that national governments, western donors 
and international organizations have realized that without a solid institutional 
and administrative underpinning the reform processes in Eastern Europe are 
bound to fail. The inadequacy of a number of economic assistance programmes, 
the growing disenchantment of large parts of the population with ongoing 
reform attempts and a still significant political and social instability testify to that. 

It seems to be high time, therefore, to take stock of the present state of 
transforming public administration in Eastern Europe. This should, of course, not 
be done in a patronising way, by teaching legislators and administrators in 
Central and Eastern Europe how to reform their administrative systems, but— 
above all—by an attempt to provide basic information, to analyse the available 
evidence, and to comment on major shortcomings and reform options. This 
publication tries to do so by concentrating predominantly on the experience of 
three countries: Poland, the former Czechoslovakia and Hungary. For compara- 
tive purposes, a briefer look at the transformation processes in Russia and the 
former German Democratic Republic is added. Contrary to publications on other 
aspects of the transformation process, in which western observers try to analyse 
the situation, academics and practitioners of the mentioned countries themselves 
have been asked to comment upon administrative reforms. This includes articles 
by leading officials such as Michal Kulesza, Imre Verebélyi and Olga Vidláková; 
suffice it to say that they do not write in their official capacity. 
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This selection of articles concludes with three explicit attempts at comparative 
analysis. Whereas Theo Toonen examines the use of analytical approaches 
developed for public sector reforms in western industrialized countries, and Jon 
Elster takes stock of the various attempts at constitution-making, the editor sum- 
marizes his findings while observing ongoing transformation processes in Poland, 
in what used to be Czechoslovakia, and Hungary. Based on longer stays and ex- 
tensive empirical field-work in these countries, the policy-oriented conclusions 
might be of interest to both practitioners and scholars of public administration. 

What emerges is a differentiated picture. Whereas one should obviously 
refrain from exporting solutions as blueprints, western expertise is certainly still 
needed. This refers to findings of how to induce and stabilize institutional change, 
to secure an ongoing process of organizational development, to sustain the 
political will to engage in administrative policies, and to implement reform 
programmes. A narrow managerial attitude will definitely not help under these 
circumstances, it needs a thorough initial analysis of the given context structures. 
On the basis of the information compiled concerning the legal, political, 
economic and social environments, one could then examine different options 
for change and for implementing them. Since the countries of Central and Eastern 
Europe are entering the second stage of the reform process, here described as 
moving on from transformation to modernization, empirically based, but analy- 
tically minded Western expertise could be of interest. 

It should not be forgotten, though, that administrative policies still take place 
within a turbulent political environment. Party systems are not always fully 
developed or have already degenerated by pursuing rather selfish interests; 
parliamentary routines have often not yet been established to an extent that 
they truly stabilize the situation and help in creating identity and trust 
within the population; there is still an ongoing and partly unsolved (or even 
unsolvable) conflict between representatives of the old and the new élites; and, 
last but not least, some observers even draw attention to the fact that presidential 
regimes might turn authoritarian. In that still turbulent political environment, at 
least two consequences are to be noted: first, whatever institutional solutions 
are sought or recommended, one ought to be aware of their political implications 
and prerequisites; and secondly, due to the political and economic instability, 
public administration gains potentially in weight, a further and much needed 
justification to pursue institutional change and administrative policies, policies 
that are otherwise often misunderstood, underestimated or— worse — discredited 
due to the previous regimes. It comes as a relief, therefore, that there is 
undoubtedly a growing awareness that democratization and marketization in 
Central and Eastern Europe will not work without a stable institutional and 
administrative environment. To promote institutional stability and to induce 
administrative change are, therefore, not at all peripheral tasks but policies at 
the heart of the transformation process that is still characterized by political and 
economic uncertainties, significant implementation problems, a demoralized and 
to some extent ill-prepared personnel and occasionally misguided foreign 
assistance. 


© Basil Blackwell Lid 1993 2 


I ADMINISTRATIVE TRANSFORMATION 
IN CENTRAL AND EASTERN EUROPE 


POLISH PUBLIC ADMINISTRATION BETWEEN 
CRISIS AND RENEWAL 


JANUSZ LETOWSKI 


I INTRODUCTION i 


In his first speech to the Polish Parliament as Prime Minister, Jan Olszewski said 
in September 1991: ‘Our state is threatened by paralysis caused by disorder in 
public administration and its inability to carry out its basic tasks.’ A few sentences 
later on, he added that the patience of society had changed into hopelessness. 
Although Olszewski has since been replaced as Prime Minister and a new 
government has taken office, few would question that Olszewski’s remarks still 
apply. There is no shortage of explanations for the current problems, but, in 
themselves, these explanations are of little use in trying to change matters for 
the better. The rulers of today tend to blame their predecessors — the Communists 
and the governments which followed them—for their present difficulties. Whilst 
they have certainly inherited a difficult legacy, this cannot serve as a convenient 
excuse for all present ills and shortcomings. 

One of the key explanations for current problems in political, economic and 
administrative reform is the lack of any broad political agreement on its 
basic direction, let alone the details of reform measures. In the parliamentary 
elections of October 1991, no party emerged as a clear winner. In fact, the 
elections resulted in a legislature that is characterized by extreme fragmentation, 
with the largest party, the Democratic Union, gaining a mere 12.31 per cent of 
the votes for the Sejm, giving it just 62 out of 460 seats. In total, almost 
thirty parties and political groupings gained representation in the Sejm, with 
the majority winning five seats or less. The results of the elections have meant 
that the formation of a stable government, enjoying parliamentary support, 
has proved extremely difficult. Since then, there have been three Prime 
Ministers (Olszewski, Waldemar Pawlak, and Hanna Suchocka), with little 


continuity in government personnel and a rapid succession of ministers in key 
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portfolios. This instability in government and executive leadership personnel 
has been accompanied by a lack of clear policy orientation. Even where relatively 
clear-cut policies have had time to emerge, support in Parliament is often difficult 
to obtain. As the ruling coalition does not command a solid majority, the 
withholding of parliamentary approval for key government proposals is not 
unfamiliar. 

The election results and political instability to which they have given rise 
have underlined that there is no dependable political agreement which could 
secure the Polish reform process; they have also highlighted the increasing 
general mistrust and dislike of political élites. Some argue that the political élites 
have, in fact, already lost most of their control over the direction of reform, 
whilst becoming more and more absorbed by political infighting. According to 
this argument, political parties are more concerned with filling government and 
public administration with their followers than with guiding the reform pro- 
gramme. Perhaps more worryingly, social consensus is said to be rapidly 
disintegrating. Fundamental principles of legality, justice, and equality of oppor- 
tunity are no longer beyond questioning: the ‘Christian values’ offered in their 
place are too general and too abstract to be able to inform political life. In this 
situation, it is not surprising that successive governments, although professing 
their allegiance to Catholic ideas, have been unable to count on sufficient societal 
support, and have seen their political and professional legitimacy questioned. 
(Mr. Marek Jurek, one of the leaders of the Catholic faction in the Polish 
Parliament, has recently written that ‘the idea of human rights is an attempt to 
destroy Christian civilization and its institutions’.) 

Insufficient popular legitimacy is compounded by a lack of coherence in 
government, which reflects uneasy and unstable coalitions. Thus, it has been 
said of the Olszewski government, that 


this cabinet strikes one as a group of rather accidental persons who seem to have 
little idea of how to tackle the mounting social and economic problems .... Apart 
from expressing an understanding of the reasons for social frustration and appealing 
for patience, the Prime Minister was able to propose very little... Since the time 
of the accession to power of the Solidarity camp, this is our third cabinet, and once 
again we have new people who are even less prepared to govern. Once more they 
are replacing even less important officials in the ministry, governors, heads of 
department of various state institutions. Changes are most often based on political 
criteria; the personnel merry-go-round continues, and there is ever less place in it for 
stability and professionalism (Glob, 20 January 1992). 


Under such conditions, internal co-ordination even in basic tasks seems almost 
impossible. If this is, in fact, the case, then the crisis facing Polish public 
administration goes far deeper than it might appear at first glance. It is then not 
just a matter of structures, procedures and personnel, but a crisis of ideology 
and psychology. 

The deep-seatedness of the crisis has been increasingly recognized in official 
pronouncements. Thus, the last report of the outgoing Polish Commissioner for 
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Civil Rights Protection contains many highly critical assessments of Polish public 
administration (Annual Report 1991). The main criticism is that there is a 
growing tendency to avoid administrative problem solutions. There is an 
atmosphere of uncertainty, a tendency to wait and to postpone, and to find ever 
new excuses to avoid taking action. This style of administration raises particular 
problems in situations which cannot be resolved merely through regulations, 
authorizations or prohibitions. Helplessness in situations which require imagina- 
tion and decisive action can be found at all tiers of public administration, from 
the level of ministers down to the offices of local authorities. ‘Decision-making 
opportunism’, i.e. the tendency to postpone action on difficult matters, can 
take different forms, including, for example, a failure to respond to requests, 
‘passing the buck’, or procrastination. The virtual paralysis of public administra- 
tion before elections or an imminent change in government is particularly 
problematic in this respect: virtually all activity comes to a halt, matters are not 
taken care of and there is no response to pressure. Similarly, anticipated changes 
in legal regulations can lead to an unofficial suspension of administrative activity. 
These problems are compounded by the inability to achieve effective inter- 
administrative co-ordination, even in cases where it is absolutely crucial. 
Structures and procedures for horizontal co-ordination and co-operation are 
underdeveloped at all levels of public administration, and intergovernmental 
relations suffer from an acute lack of co-ordinating capacities. 

Some of the shortcomings mentioned can be found in every system of public 
administration; some, however, are specific to the Polish case. Of the latter, 
some might be called ‘objective’, and they can only be addressed through basic 
changes in the system. Others are of a ‘subjective’ nature, and are open to more 
easily available remedies. Finally, some are likely to prove resistant to any reform 
attempt, because, ultimately, they are an expression of the fallibility of human 
nature. 

It should be clear from the preceding discussion that the starting point for 
attempts to modernize Polish public administration is not auspicious. Under such 
conditions, it can be politically risky even to begin such action, as failure is a 
distinct possibility. However, the risk has to be taken. To make it manageable, 
all proposals need to be evaluated from different points of view, as there are 
no reforms that benefit everybody. Like in every reform, some will win and 
some will lose, and this needs to be openly acknowledged. 


O THE DIRECTION OF REFORM 


Although many current administrative shortcomings could be resolved by 
decisive government action, there can be no doubt that the present administra- 
tion is largely paying the price for mistakes made by previous generations of 
rulers. Like other countries, Poland, over the last thirty years, experienced periods 
of administrative euphoria, only to conclude later on that promises were difficult, 
if not impossible to keep. Current administrative slogans might be different from 
those it propagated thirty years ago, but they are often listened - to, with 
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exaggerated hopes. Thus, there are demands for ‘less law’ and more deregulation, 
which would create increasing scope for free initiative by the people and 
greater legal flexibility (Chenot 1988). A radical flattening of the systems and 
structures of public administration, decentralization and self-government are 
advocated, with more matters left to regulation by social organizations and 
individual citizens. Finally, and perhaps most importantly, privatization in the 
broad sense of a gradual withdrawal of the state from certain areas of social life is 
propagated as a way forward. Of course, not all of these demands will become 
reality, but some are likely to have long-term consequences. However, it is 
important to remain cautious and calm if faced with demands of ‘radical 
de-étatisation’ or ‘general self-government’ or ‘drastic administrative simplifica- 
tion’, even if one is inclined to agree with the general direction of such calls. 

Today, the programming, planning and implementation of administrative 
reforms has developed into a specialized branch of academic study, with an 
extensive professional literature and its own well-developed theories. The current 
emphasis is on the necessity for continuous change in the administrative system; 
since the world is continually changing, the argument runs, public administration 
must change with it. But it is a long way from recognizing the need for change 
to defining what precisely has to change and how. Here, the Polish situation is 
still characterized by a somewhat naive belief in the ability of ‘people of good 
will’ to find ‘right’ solutions, if only they are given enough reliable information 
on the basis of which they are able to determine the ‘correct’ course of action 
in a given situation. This thinking is ultimately based on the conviction that a 
‘good government’ will always be able to at least improve the situation, if not 
actually solve the problems at hand. This is why one of the constantly reiterated 
slogans of administrative reformers is to improve personnel policy, to recruit 
new people in an attempt to strengthen democratic procedures and decision 
making (Letowski 1990). 

Obviously, the matter is not that simple. Contemporary public administration 
is, at heart, about conflicts and their resolution. These conflicts are becoming 
ever more ‘objective’; in other words, in contemporary public administration, 
there are ever fewer solutions that are universally beneficial. It is, therefore, 
impossible to find solutions which would satisfy everybody. What appears as 
a good and proper solution to some, might be called lawlessness, injustice and 
favouritism by others. The times of an authoritative administration are gone for 
good, and it is important to keep this in mind in all discussions on administrative 
reforms (Ploszajski 1990). 

Another pitfall in the administrative reform discussion should be mentioned 
at this stage: the tendency to concentrate almost exclusively on the anticipated 
positive outcome of administrative reform, and to down-play, ignore or even 
hide their negative effects. Unjustified expectations are raised, and, as a result, 
later disappointment and political embarrassment are almost inevitable. Such 
set-backs could however be at least partly avoided. For this, it would be wise 
to include in all reform proposals substantial information about their potential 
risks, limitations and drawbacks. More generally, in commissioning future 
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research and consultancy on administrative modernization, emphasis should be 
placed on what might be called a ‘lathology’ (from the Greek word lathos, 
meaning error), which would focus on the typical errors, gaps and deficiencies 
in the political, social, economic, legal, and personnel aspects of public 
administration. At present, the virtual absence of such studies in Poland is 
painfully felt. 


I EXPECTATIONS OF PUBLIC ADMINISTRATION 


The basic social and political task of government and public administration in 
contemporary Poland is to provide citizens with a feeling of security. If they 
fail to fulfil this duty, or discharge it poorly, they face the prospect of being 
removed. This feeling of security must be understood in a most fundamental 
sense. It means guaranteeing a secure present and future for citizens, including 
employment, housing, education, health-care, recreation, culture and the provi- 
sion of essential goods and services. For decades, Polish society was used to 
the idea that these are things that can be taken more or less for granted. Provision 
might have been at a relatively low level, but it seemed at least secure. Despite 
efforts by the post-Communist governments to reduce popular expectations, not 
much has really been achieved. Attitudes have proved enduring, and after more 
than four decades of a ‘People’s Poland’, no government is likely to be able to 
quickly change this situation. The consequences of this are more far-reaching 
than one might imagine at first glance. Under today’s conditions, politics and 
public administration are absolutely inseparable, and without the feeling of 
security on the part of the citizens, there is, ultimately, no contemporary state 
or any contemporary public administration. 

Many signs of a fundamental lack of confidence in the state and its ability 
to provide security can be observed in contemporary Poland. In its extreme 
form, the lack of confidence manifests itself in more or less open calls for breaking 
up the state, for dividing it and replacing it with a network of self-governing 
organizations including local government, social associations and enterprises. 
Undoubtedly, the beliefs which inform such suggestions are to a large extent 
based on illusions. In general, self-government tends to be promoted and 
supported by central authorities when they seek to shed responsibility for 
problems with which they cannot cope themselves. Self-government, in whatever 
form, is not an easier or more pleasant form of governance. On the contrary, 
it is, in many respects, a much more complex, difficult and also troublesome 
way to govern. In particular, there is a natural tendency for self-governmental 
bodies to behave like pressure groups, the chief raison d'être of which is to extract 
more benefits from the government for their clientele, to gain a greater share 
in the ‘riches’ that are at the disposal of the centre, and to fight competing 
organizations. As a consequence, an emphasis on political and societal self- 
government is likely to be in itself a new source of conflict, as its natural result 


is inequality. 
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The concept of self-government also raises the question of the rights of the 
individual. Much of today’s discussion in Poland centres on the protection of 
the individual from the abuse of state power (Norwegian Academy of Science 
and Letters 1991, ch. ID. However, it should be remembered that individuals 
should be offered the same degree of protection from abuses on the part of 
fellow citizens, especially when the latter are organized. This is especially crucial 
in a situation where even small groups can become ‘self-governing and 
independent’. In such cases, it is their decision which determines the participation 
of the individual and the benefits on which his existence might depend. In this 
connection, it is worth remembering the remark that no central tyrant will limit 
the right of the individual with as much enthusiasm as his neighbours, co-workers 
or people belonging to the same organization. Evidently, then, the development 
of self-government needs to be accompanied by moves to ensure adequate legal 
protection for the individual citizen. 

The above comments should not be interpreted as general arguments against 
decentralization and the development of self-government. To advocate cen- 
tralization would both be without sense and unrealistic. These arguments merely 
serve to underline that there is not, and cannot be, an ideal division of tasks 
and powers amongst institutions of state government and administration, on 
the one hand, and self-government, on the other. Every system has its 
advantages and disadvantages, none will be welcomed by everybody, every 
one of them will be a source of conflict, and after some time they will all become 
outdated and impede progress. Under modern conditions, there is no ‘perfect’ 
system of government and public administration; each has its weaknesses and 
drawbacks. Consequently, the problem of choosing tends to boil down to the 
question which sickness we agree to suffer in order to avoid a more serious and 
painful one. 

The recent discussion on local government in Poland may help to illustrate 
this point. The following verdict by a Polish journalist on the outcome of local 
government reform is not untypical: 


What bad laws mean we see from the example of Warsaw. This city is dying before 
our eyes. It is not only the victim of the general collapse of the country, but also of 
the labyrinthine division of the city into mdependent communes. Above the 
communes is a mayor who is virtually powerless. .. If anything threatens us now, 
it is certainly not dictatorship or authoritarianism, but anarchy in the machinery of 
government. Let us look at the fate of Warsaw. Is the entire country to sink in the 
same way? 


At present, a further reform of local government and administration is now 
much talked about, and, at the beginning of 1992, the government announced 
its intention to launch a programme for a structural reform of the local level. 
This included plans for developing new concepts of administering metropolitan 
agglomerations and for a new territorial division of the country. The latter aimed 
at the restoration of administrative districts and a form of regionalization through 
the creation of large provinces. Some of the proponents of such plans intend 
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to create large self-governing territorial units modelled on the German Lander. 
Such proposals look quite appealing, but they would have to be implemented 
under conditions characterized by an enormous budget deficit and very little 
enthusiasm for still more reforms. Indeed, if such plans were to be carried out, 
they would amount to the seventh or eighth fundamental reform of Polish 
subcentral administration since World War I. It is unlikely that any public 
administration could withstand a basic reorganization every five years or so 
without suffering serious damage. It is scarcely conducive to stabilization if every 
new government that comes into power announces the need for far-reaching, 
fundamental structural and functional reforms. More often than not, reforms of 
this kind are primarily a political manifestation of good-will. In practice, they 
tend to resemble a ‘shooting in the dark’, based on the assumption that major 
flaws can be ironed out as the project moves on. Evidently, this is an expensive 
and wasteful system of reform, but there is some hope that a more systemic 
approach to reforming the public sector might be adopted in the future. 


IV INSTITUTIONAL TRANSFORMATION AND CHANGES IN 
MENTALITY 


Despite the formidable obstacles to successful administrative reform, it is 
becoming ever more obvious that further reform efforts in the Polish system of 
public administration are vital. They will have to give particular attention to 
operating procedures of government; redefine the relations between citizens and 
public administration; and effect fundamental changes in conflict resolution. 
Mote specifically, reform will have to be broadened to concentrate not just on 
the institutional framework, but on administrative processes and the substance 
of administrative action. Above all, it needs to tackle an area that is perhaps 
most resistant to change, i.e. the way people think. Legal regulations can make 
a difference here, but their effects can only be of a long-term nature and cannot 
be as unambiguous as in the case of formal and institutional change. The law 
works slowly and with recalcitrance; nonetheless, once changes have been made, 
they are gradually assimilated by people and finally function almost automatic- 
ally. 

One important step in this connection is the acceptance of the principle of 
mutual confidence as a cardinal rule in relations between the citizenry and public 
authorities. In its general form, this principle can be understood in two ways. 
Firstly, it demands a social situation in which a legal amendment or an 
administrative decision do not come out of the blue, as something which no 
rational person could have expected. In other words, administration needs to 
be reliable and predictable. Secondly, the principle implies that citizens who are 
prepared to act with confidence in government and public administration must 
not, for this reason, be disadvantaged. If this could be ensured, the principle of 
confidence would have an extremely important educative role. 

Confidence needs to be complemented by increased openness in government 
and administration. Openness is understood as the obligation on the part of 
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the administration to supply the public with better and more complete informa- 
tion about the rationale, goals and methods of administrative action. Obviously, 
openness and information cannot be ends in themselves. They are means which 
allow the public a more effective control over public administration and, by 
implication, reduce the power of the administrators. Fundamentally, the aim here 
is to encourage participation, consultation, agreement and cooperation. This 
implies, inter alia, the obligation on the part of public administration to 
present its goals and intentions in an understandable manner. Measured against 
this yardstick, the practice of Polish public administration is often scarcely 
tolerable. Occasionally, one cannot help the suspicion that the woolliness and 
impenetrability of administrative plans presented are used as conscious weapons 
against future attempts to control administrative actions and hold administrators 
accountable. Unfortunately, examples of this can be found at all levels of public 
administration. 

Two comments suggest themselves at this stage. First, it is often argued that 
Polish public administration was for many years used to operating in conditions 
of complete freedom, i.e. freedom from the law and from popular control. Its 
overriding concern was to ensure and to maintain the smooth co-operation with 
the centres of political decision-making. Today, however, when it is being 
subjected to increasingly vigorous controls, when decisions have to be adequa- 
tely justified, and when representative bodies have to be taken more and more 
into account, public administration is often helpless. Ultimately, there is little 
chance of changing such ingrained administrative behaviour overnight. But there 
is reason to expect that what many older administrators perceived as external 
interference and a waste of time, will seem routine behaviour to those who will 
succeed them. 

A second comment concerns the general crisis in the methods of forecasting 
and planning which we are witnessing in present-day Polish government. 
Circumstances are changing so rapidly that even the most carefully prepared 
prognoses and plans can very quickly lose their value. One of the key 
requirements for public administration will, therefore, be to explain to the public 
honestly and as fully as possible that forecasts do contain elements of risk and 
uncertainty and that they are, to a certain extent, influenced by unpredictable 
and uncontrollable factors. Accordingly, it needs to be made clear that there can 
be no guarantees for the attainment of certain goals and objectives (AS 1988). 

Perhaps one of the most fundamental changes in Polish public administration 
is the emergence of a new conception of the rights of citizens vis-a-vis the state 
and public administration. This does not just refer to the protection of the 
individual rights of the citizen. It also extends to questions asked by citizens 
regarding their ‘participatory’ rights and entitlements. Whilst it might be 
possible to put such questions off for a while, this merely opens the door to 
political set-backs. In short, the notion of civil rights has changed. Classical 
civil rights were largely restricted to protecting the citizens against lawlessness; 
but this boundary line has long been crossed, and public administration needs 
to respond to this fact. 
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Such an extended definition of civil rights has important implications for 
administrative law. Since the state lacks sufficient resources to satisfy all claims 
and expectations, there is great pressure for improved procedural norms through 
which entitlements can be allocated. One of the basic principles of classical 
administrative law is the assumption that administrative agencies ought to 
remain neutral towards the cases brought before them; their behaviour is 
expected to be guided strictly and exclusively by the law. In reality, however, 
this ‘principle of legalistic neutrality’ has never been fully realized in practice, 
and today the objective appears more elusive than ever. There is a clear political 
element present in public administration and, perhaps even more importantly, 
administration is staffed by people and not machines. However much they might 
wish to be neutral, individuals are inevitably biased. No form of legalistic control, 
including control by the courts, will be able fully to make up for this. Partly, 
we see this reflected in the contemporary direction in which the control of public 
administration is progressing, which increasingly stresses not just the control of 
institutional actions, i.e. chiefly decisions, but the control of the behaviour of 
officials too. 


V THE ROLE OF ADMINISTRATIVE PERSONNEL 


One cannot talk about the future of Polish public administration without looking 
at administrative personnel. The public, with the willing assistance of the mass 
media, is often led to believe that administrative staff constitutes the main 
impediment to positive change in public administration. The common dislike of 
administrators extends to the government, and only very recently efforts have 
been made to partially change this perception. There is no doubt that it becomes 
increasingly difficult for administrators to simply rely on their authority, to hide 
behind their institution or instructions ‘from above’ to justify their decisions. 
Consequently, the personal trustworthiness and prestige of public officials 
become ever more important. In this respect, it is necessary to re-emphasize 
traditional ethical and moral values, such as personal honesty or the rejection 
of the privileges regarded as unjustified by society. Another important element 
is professionalism, as is the capacity to manage public resources prudently. 
Finally, and perhaps most importantly, administrators need to have the capacity 
for open, convincing and effective co-operation with the public. 

In this respect, administrative law has an important part to play. Changes in 
administrative law can stimulate different behaviour both amongst administrators 
and the administered, not only by direct prohibitions and commands, but also 
by creating a certain style of thinking about administration and its social tasks. 
Obviously, these problems cannot be solved through a single regulation; nor, 
indeed, are they problems which can be effectively addressed without sacrificing 
something else in exchange. It is, in fact, hard to imagine a professional civil 
servant confident of his knowledge and position who would gladly yield to 
demands for closer co-operation with, and control by, the public, especially to 
such an aggressive and demanding public as we find in Poland today. However, 
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it is a problem which needs to be addressed, and the choices available are 
relatively clear: either to accept that officials cannot be better than the society 
they live in, or by explicitly acknowledging the educative responsibility of 
officials as representatives of the state. 

In the education of public officials, there have been a number of interesting 
developments in recent years. Perhaps the most stimulating has been the 
establishment of a National School for Public Administration, which admitted 
its first students in 1991. The foundation of this institution undoubtedly 
represents a step in the right direction. Perhaps understandably, the School 
models itself on the French Ecole Nationale d'Administration (ENA); the 
image of the exemplary French administrators — competent, multilingual, cosmo- 
politan—is attractive for many. But it is open to debate whether such a type of 
official is what is really needed in contemporary Poland. Perhaps, the model of 
the official/technocrat, as it is, for example, found in the German School of Public 
Administration in Speyer, might be better suited to Polish realities. However, 
it needs to be stressed that even if not all high hopes can be fulfilled, the idea 
of a special training for an administrative élite should not be abandoned. 

It has long been common to discuss the issue of public personnel in Poland 
in categories such as insufficient training, education and inadequate pay. 
However, it would seem that the problem is more complex than that. For 
example, recent studies show that in view of the increasingly difficult job market, 
local governments are not complaining as loudly as they once did about 
shortages of trained administrative professionals (although a shortage of profes- 
sional lawyers is still painfully felt). Instead, new problems have been emerging. 
Thus, top local administrators are complaining about the lack of job security as 
they are appointed by local councils and can easily be dismissed. It is not unusual 
that a local council, in an atmosphere of conflict, simply fires an official, without 
giving sufficient reasons. 


VI CONCLUSION 


By way of a conclusion, the following recommendations might be of interest: 


— Plans for the next fundamental transformation in public administration ought 
to be approached with great caution. In the present situation, structural ‘earth- 
quakes’ are not desirable. Corrections should be made prudently and without 
haste. 

— Attention must be paid to the procedures for effecting changes. The positive 
and the negative effects of change ought to be set out as clearly as possible 
and the risk inherent in change should be explicitly acknowledged. 

— Greater scope for self-government is indispensable, but this should not be 
presented as a magic remedy for all ills affecting government and public 
administration. Like every other system, self-government has weak points, 
especially in a poor country. 
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— We have inherited a relatively well-functioning and complete system of 
institutions to control the legality of the actions of public administration. In 
the near future, particular attention needs to be paid to financial and economic 
controls. 

— The relationships between public administration and the citizenry have to be 
based on a legally formulated principle of confidence. This principle will also 
have to include the basic code of administrative conduct. 

— As regards administrative law, a reduction in the number of regulations, their 
standardization, their simplification and the working out of stable, clear 
general rules of administrative procedure need to be emphasized. 

— Basic rules of the procedures in all relations of public administration with the 
citizens are of special significance. In particular, this includes a clear definition 
of powers; attempts to secure the greatest possible openness for the 
interested party; an honest and fair justification of administrative decisions; 
and full judicial control. 

— Personnel policy must be directed towards increasing professionalism, trust- 
worthiness and personal prestige. 


Some of these principles ought to be marked out by being included in 
Poland’s new constitution. Amongst these are the rights of the individual 
vis-a-vis the state; the openness of administrative actions; the principle of 
confidence; the principle of public compensation; the universality and complete- 
ness of judicial control; the principle of the substantive and legal justification of 
all decisions. Of course, this list could easily be extended, but, for the moment, 
it would represent a major advance, if these principles could actually be given 
constitutional status. 
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CHANGES IN POLISH PUBLIC 
ADMINISTRATION 1989-1992 


WOJCIECH TARAS 


I INTRODUCTION 


Reforms in government and public administration are the subject of continuous 
interest for the legal sciences. In fact, it can be argued that at least the foundations 
for a science of reforming public administration have by now been established. 
Although there is, then, a relatively mature international literature on administra- 
tive reform, first attempts to achieve canceptual-theoretical advances for the 
academic observers writing about administrative reform can pose empirical and 
intellectual difficulties; and writing about reforms in Poland certainly meets with 
some particular obstacles. Before turning to the actual administrative develop- 
ments over the past three years or so, it might make sense, therefore, to hint at 
some of the problems which an analysis of the Polish reform process has to 
confront. 

Perhaps the most basic question is whether one can really talk of reform in 
Polish public administration rather than simply change and reorganization. If 
one takes the view that the ultimate objective of administrative reform is to 
create a citizen-oriented attitude amongst officials and, conversely, a generally 
positive attitude on the part of the citizens towards public administration, then 
what we have been witnessing over the last three years scarcely qualifies as 
administrative reform, at least not a successful one. Nonetheless, change there 
has been, and we will use the notion of ‘reform’ in the following, bearing ın 
mind that change does not necessarily imply progress. 

Another problem concerns the identification of a convenient cut-off point for 
a longitudinal analysis. In many relevant areas — local institutions, territorial 
governance, personnel regulations, or public service training and education — 
Poland has experienced continuous change for decades, with some parts of the 
public sector undergoing major reforms every couple of years. This unfortunate 
state of affairs has been the result of frequent shifts in the ruling élite, and a 
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tendency by new governments to reverse the initiatives of their predecessors 
in the vain hope of winning popular support. Hence, the following discussion 
of major administrative developments during the last three years or so often 
has to refer to earlier reform attempts during the Communist era. 

Finally, the question marks over Poland's further constitutional and political 
development make predictions about the future course of administrative reform 
difficult. The elections of October 1991 have resulted in a Parliament which — for 
the first time in more than half a century — reflects the political divisions in Polish 
society. The seats in the Sejm are divided amongst a large number of political 
parties, a fact which has necessitated the formation of fragile multi-party coalition 
governments. Governmental instability has helped to prevent the emergence of 
a clear vision for administrative development. Moreover, it is difficult to start 
considering the details of the governmental system and public administration 
as they are likely to be determined by the new constitution. Such a new 
constitution has yet to be adopted, but it is unclear when this will be the case. 
Undoubtedly, however, the course of future reforms will to a large degree 
depend on the stabilization of the centre of political power. Recent years have 
seen intense institutional rivalries between Parliament, the President, and the 
government. In view of the fragmentation of Parliament, it is likely that it will 
be the President and the government which will constitute the main centres of 
future reforms. The outcome of the current power struggle will have a decisive 
impact on the shape of public administration. At present, then, there is no 
comprehensive administrative reform programme nor an accepted model of 
public administration. It is, however, possible to comment at least on some 
aspects of the reforms which have already been undertaken and one may try a 
first tentative appraisal, although such an assessment can only be of a fragmen- 
` tary character. 


I PROBLEMS OF LEGISLATION 


The quality of legislation for administrative reform during recent years has not 
differed significantly from legislative standards in earlier periods. The quality of 
Polish legislation is generally considered unsatisfactory, and thus far there are 
few signs of any real improvements (Letowski 1990). In a series of articles in 
the government newspaper Rzeczpospolita (1990) a number of key problems in 
the system of law and legislative technique have been identified. Thus, 
Z. Radwanski, former Chairman of the Legislative Council attached to the Prime 
Minister's Office, has noted that the government often fails to seek expert advice 
in preparing legislation, and if it does call on experts, there is usually little time 
for any detailed consideration of their opinions. D. Frey, a prominent journalist, 
has argued that the main assumptions and objectives behind legal acts are not 
sufficiently discussed in the legislative organs. Instead, Parliament only becomes 
involved in the discussion once draft versions have already been prepared by 
lawyers; it is, then, these drafts on which the discussion concentrates. Moreover, 
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when putting draft legislation before Parliament, the government does not, as 
a tule, also produce the suggested implementing regulations. Finally, R. Mali- 
nowski, a prominent expert in administrative and economic law, has criticized 
the fact that old regulations are often still in force but are no longer applied by 
state organs. At the same time, many essential issues, for example the transfer 
of state property, are not addressed by legal regulations, or only in a superficial 
manner. To make matters worse, regulations concerning economic activity tend 
to be incoherent and are sometimes contradictory. 

Evidently, none of these problems have arisen only during the period of 
radical reforms in the governmental system; rather they have hampered the 
Polish legislative process for a long time. The reforms of recent years have only 
brought to light their full extent, as legislative change is much faster and more 
extensive than before. Suffice it to mention just one example, the introduction 
of new customs and tariff regulations in 1991. The new legal act comprises 
approximately 400 densely printed pages, and, obviously, the problems con- 
nected with customs and tariffs are fairly complex. However, it was almost 
impossible to obtain a copy of the text before the new tariffs actually came into 
force, and even customs offices had barely a day and a half to acquaint themselves 
with this complicated act. The new text was prepared in great haste, which is 
one of the main reasons why many of its detailed regulations are generally 
deemed insufficient (Rymuszko 1991). Unfortunately, this is by no means an 
exceptional case. Legislation concerning the fundamental economic reforms of 
late 1989 was introduced in a very similar manner. The great speed of legal 
change is, then, one of the distinguishing features of the Polish reform process. 
Evidently, the conflict between desirable stability in law — ‘only old law is good 
law’ — and the necessity of legal adjustment to changing political, economic, and 
social conditions cannot be solved in a way that will satisfy everybody. 
Essentially, the difficulties involved are the price to be paid for establishing 
a democratic state and a market-oriented economy based on the rule of 
law. 

Some of the legal and legislative difficulties associated with the transition 
from a Socialist state to a democratic polity are discussed in the 1990 
Report of the Polish Commissioner for Civil Rights Protection (Biuletyn 
RPO 1990, pp. 77—82). The Commissioner's report identifies the following 
central shortcomings. First, the legal situation of citizens is often regulated 
through acts of a wrong status. For example, instructions are being issued where 
the law would require statutory regulations. Legal acts are promulgated which 
exceed the authority of the legislative organ concerned. Sometimes, new acts 
are not published, and the distribution of the official law gazette announcing 
new legislation is frequently delayed. Moreover, there is a lack of control over 
the issuing of ministerial instructions and regulations. Intertemporal law is often 
abused, and, in this way, it undermines the citizens’ confidence in the state. 
Legislators interfere with the contents of civil law contracts, the legislative 
procedure itself is inadequate, laws are often vague, and are, therefore, open to 
conflicting interpretations. The Commissioner's criticisms are directly concerned 
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with the protection of citizens’ rights; indirectly, however, they refer to the 
system of law and legislation as a whole. 

Arguably the most substantial problem in Polish legislation is still the so-called 
‘ministerial law’. It includes, firstly, legal acts promulgated by ministers as 
implementing provisions to statutes and government regulations, and, secondly, 
ministerial legal regulations adopted without specific authorization (‘autonomous 
ministerial law’). For the most part, such ministerial regulations remain un- 
published; they have different names which often do not reflect their content, 
and they do not only contain legal norms, but also recommendations and 
information. Frequently, they also repeat regulations from acts of a higher rank, 
and, at the same time, interpret them. Critically, the drafting and adoption of 
such ministerial laws are neither subject to regular interministerial co-ordination 
procedures nor are they controlled by the Cabinet Office. Often, ministerial law 
contradicts statutory law, and, as far as ‘autonomous’ ministerial regulations are 
concerned, the courts do not recognize them as legal acts. For many years, 
ministerial law has played the role of a ‘prosthesis’ for parliamentary and 
governmental legislation which often failed to keep pace with developments (Rot 
1980, pp. 80-117; Jablonska—Bonca 1987; and Hoff 1987). 

One of the characteristic features of ministerial law is a periodic review 
carried out in individual ministries on the basis of government resolutions. After 
such a review, the individual ministries are expected to publish lists of ministerial 
acts which are still in force. All acts not included in these lists automatically 
lose their binding force. During the 1988 review, some 7,730 acts in 
28 government ministries were examined; of these, little more than half, 
3709, were recognized as being still binding. The example of the Ministry of 
National Education might illustrate the review procedure and its results (Mazur 
1989, pp. 41—3). Here, the minister asked about 500 organizational units for 
suggestions and appointed an external expert team to conduct the review. After 
the appraisal was completed, the minister promulgated a list of 443 legal acts 
which continued to be in force; this means that 149 acts had been repealed, in 
particular those of a supervisory character. Nonetheless, the results of the review 
were judged unsatisfactory. Although they had not been published, 29 acts 
remained in force; several acts came into force which were to be applied 
retroactively; and many reservations were expressed about editorial and linguis- 
tic errors in the acts. 

An example of decentralizing trends in legislation can be found in the changes 
concerning the government's rights for promulgating legal acts which were 
introduced in 1989. This reform was based on the assumption that the 
government should take responsibility for the main lines of the state’s develop- 
ment, including defence and citizens’ rights, whereas legislative competences in 
other matters should be handed over to the individual ministers. Since a 
parliamentary act is necessary to establish responsibility for the promulgation 
of implementation regulations, the government prepared a draft law concerning 
the transfer of part of its law-making competences to the individual ministers. 
Following an analysis of nearly 1,300 provisions authorizing the Council of 
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Ministers to promulgate legal acts, the government decided that about 220 
of these should be transferred to the ministers. Under the new arrange- 
ments, law-making powers are distributed between the Council of Ministers and 
the individual ministers in accordance with the following principle: the govern- 
ment promulgates legal acts in cases where an explicit authorization to do so 
is contained in the constitution, where matters of defence, public security, 
religion, or foreign affairs are concerned, and where ministerial law specifies 
obligations imposed on the citizens by the legislators. In the economic sphere, 
the government has responsibility for promulgating legal acts concerning, inter 
alia, the construction of motorways, the location of infrastructural projects, 
the definition of fishing zones, and long-term planning. The Council of 
Ministers also retains the competence for acts on the supervision of ministers 
and lower level administrative organs and their competences. The new arrange- 
ment envisages that, in principle, all matters specifically concerning a ministry's 
sphere of responsibility are to be regulated by the minister in charge, or, in 
cases where the law-making competence is, for some reason or the other, 
entrusted to the government or to another minister, in agreement with the 
responsible minister. The main goal of this solution is to relieve the government 
of technical problems and to increase the ministers’ responsibility for the state 
of law. The hope is that this will result in greater legal consistency (Mazur 
1988). 

Originally, it was hoped that these principles should be adopted as part of 
a more comprehensive statute regulating legislative procedures. Calls for such 
a statute date back as far as the early 1970s, but it was only in 1987 that a 
draft bill on legislative procedures was prepared. During the discussion of the 
bill, its supporters argued that the bill would help to standardize and simplify 
legislative procedures. Specifically, the new statute should regulate the general 
principles for the creation of law; the principles governing the formulation of 
legal acts; the system of legal acts and the relations between legal acts; the 
binding character of legislation and the principles of its promulgation; and 
legislative procedures (Wronkowska and Wroblewski 1987). However, the draft 
bill was not adopted. Since some of the questions to be addressed in the proposed 
statute raise constitutional issues, a majority argued that work on this bill should 
only be continued after the adoption of a new constitution. 

The speed with which legal change is currently effected requires a good legal 
background amongst those deciding on the adoption of draft legislation. 
However, the shortage of people with law-making experience in Parliament is 
one of the most crucial problems in the legislative process. If one further 
considers that most statutes receive their final shape through precarious compro- 
mises between the competing political groups in Parliament, the oft-raised calls 
for a partial transfer of Parliament's legislative rights to the government are 
scarcely surprising. Of course, the division of legislative powers between 
Parliament and government is not for the first time a contentious issue in Poland. 
After 1926, the President of the Polish Republic had the right to promulgate 
acts with the force of statutes, and after'the Second World War, the same power 
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was first accorded to the government (until 1952) and then to the Council of 
State (1952-89). More recently, some emergency legislative powers, which, 
however, excluded the right to promulgate acts with the force of statutes, were 
granted by Parliament to the Rakowski government in February 1989 for the 
period until the end of 1990. By contrast, the government of Tadeusz Mazo- 
wiecki refused powers to promulgate decrees. The successor government of Jan 
Krzysztof Bielecki introduced a bill in Parliament, which would have given 
wide-ranging emergency powers to the Council of Ministers, immediately after 
a motion to dismiss the government had failed. The stated aim of this bill was 
to make sure that economic reform would not be bogged down in endless 
parliamentary quarrels. In other words, the government should be given the 
means to push through the economic reform process without having to work 
out complex compromises in lengthy discussions with Parliament. One observer 
wrote at the time that ‘The government resembled a man condemned to death, 
who was waiting for the axe to fall, was pardoned in the last second, then 
eagerly jumped from the scaffold and before brushing the dirt off his knees, 
began calling for a crown and sceptre’ (Majman 1991). Under the draft bill, the 
government would have been allowed to issue legislative decrees to regulate 
all matters of state, excluding only questions of the highest importance and 
matters concerned with the legal rights and responsibilities of citizens. Under 
the proposed provisions, the government would not have been authorized to 
change the constitution, the Constitutional Tribunal, the Tribunal of State, the 
Supreme Chamber of Control, the Courts and the Public Prosecutor's Office. 
Also, the government would not have been permitted to amend legislative codes 
other than the Commercial Code, or limit the rights of organizations, political 
parties and trade unions. Nor would it have been allowed to set new taxes for 
citizens or determine the 1992 budget (Goszezynski 1991). 

There are, indeed, valid arguments for giving the government the power to 
promulgate legal acts with the force of statutes in order to ensure the 
continuation of economic reform. The main reasons were mentioned above: the 
long-winded legislative procedure in Parliament, the inconsistency and in- 
coherence of Polish law, and the lack of effective control over ministerial law. 
However, the form in which the Bielecki government demanded emergency 
powers raised many objections, and the timing of its request, only a few weeks 
before the parliamentary elections, was very unfortunate. Many members of 
Parliament and many citizens considered the government's proposal an ill- 
disguised attempt to restrict unduly the scope of action of the future Parliament. 
At the time, it was difficult to avoid the impression that the aim of the 
government and the President, who supported the government, was not so 
much to ensure the success of economic reform, but to humiliate Parliament, 
which was still dominated by former Communists and their allies. The idea 
seems to have been to force Parliament to pass a statute which would have 
deprived it of a considerable part of its law-making power, or, alternatively, to 
take advantage of the refusal of Parliament by arguing that the former 
Communists were trying to impede the democratic reforms of the Solidarity 
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government. To be sure, there is a strong case for granting the government the 
right to promulgate decrees concerning economic matters, but in trying to 
achieve this aim the principles of political culture should not be thrown 
overboard. At the time, some argued that ‘the government seeks to change the 
political system in a way reminiscent of the imposition of martial law’ 
(Goszczynski 1991). Unfortunately, the government's tactical manoeuvring in 
trying to obtain emergency powers provided ample ammunition to the oppo- 
nents of the very idea, and turned part of popular opinion against the granting 
of such powers to the government as a matter of principle. 

As regards the law-making capacities of other organs, the reform of local 
government in 1990 only partially affected the powers of the intermediate 
and lower levels for creating local legal regulations. The voivods, as repre- 
sentatives of state administration, took over most of the law-making powers 
of the former provincial People’s Councils; this, undoubtedly, strengthened the 
voivods’ position. By contrast, the position of local government is more 
complicated. The Polish Constitution lays down that local governments fulfil 
public tasks according to the principles defined by the relevant statutes. It follows 
that the provisions contained in these statutes should be sufficiently general and 
abstract to leave to the municipalities (rural communes, towns and ‘town- 
communes’) substantial scope for discretion; in other words, the statutes should 
indeed be limited to establishing the principles of fulfilling public tasks, but not 
define precisely how the municipalities’ tasks should be realized. However, at 
present, local government legislation tends to be highly detailed. As a result, 
the municipalities resemble executive organs which merely implement statutory 
provisions in their own area. Under such circumstances, the independence of 
local governments in fulfilling their own tasks is narrowly circumscribed (Taras 
and Wrobel 1991). 


I INSTITUTIONAL CHANGE AT THE CENTRAL LEVEL 


In an analysis of Polish administrative structures, one can usefully distinguish 
three spheres: central administration, territorial state administration, and the 
institutions of local government. Looking first at the central level, it enjoys the 
greatest degree of independence, or even autonomy. Unlike local government, 
central administration has not yet undergone a process of reconstruction, and 
it is still awaiting comprehensive reform. The latter will probably only be 
possible once the political situation has stabilized. The problem of decentraliza- 
tion is still very much associated with the central level. Every new government 
since 1956 has raised the issue of decentralization, but little has been achieved. 
Consequently, the centre still concentrates far too much authority to be able to 
exercise it in an effective manner. The time of real, as opposed to rhetorical, 
decentralization of ministerial powers has not yet arrived. As was pointed out 
above, the government transferred part of its law-making competences to the 
individual ministers in 1989 to allow government to focus on those problems 
which require decisions of a political nature (Graniecki). Nonetheless, ministers 
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still deal with far too many detailed issues, and this centralization of re- 
sponsibilities is directly connected with ministerial structures and the failure to 
effect a fundamental reorganization of the ministerial administration. 

Since 1944, change in the number of ministries and the delimitation of their 
competences has been commonplace in Poland. The first post-war government 
was composed of 13 ministers, but after two years this number had increased 
to 20. In 1949, the post of the Minister of Industry and Commerce was abolished 
and, in its place, six new ministries were established. At the same time, the 
Presidium of the Cabinet was created —an institution not envisaged by the 
constitution — which played an important role as an intermediate body 
between the government and the ministers. Also in 1949, the Commission for 
Economic Planning was established, which assumed the character of a ministry. 
In the years between 1950 and 1953, another eight ministries were created. The 
first period of substantial decentralization were the years 1956/57, when 
Gomulka assumed power. In the place of ten of the old ministries, five new ones 
were established, and some of their powers were transferred to the intermediate 
level of state administration. During the 1960s, the situation stabilized, but some 
centralist tendencies led to the establishment of a new ministry in 1967 and to 
the restoration of the Presidium of the Cabinet. When Gierek came to power, 
further steps were taken to decentralize power from the central to the inter- 
mediate level; at the same time, the number of cabinet ministers was decreased 
by putting four in charge of several portfolios. The failure of Gierek’s economic 
policy resulted in still further changes in the central organs: two ministries were 
abolished and five new ones were established. After August 1980, decentraliz- 
ing pressures were mainly connected with calls for increased autonomy for 
state enterprises. In 1981, four ministries were created in place of nine 
that had existed previously, and in 1982, the post of Minister of Prices 
was added. 

W. Goralczyk Jr., after analysing the post-war changes in the Polish ministerial 
structure, arrived at two important conclusions. Firstly, the concentration of 
power in central organs always resulted in an increase in the number of ministries, 
as the existing organs proved unable to exploit their new powers. Secondly, 
there is a certain pattern in the changes of ministries and the political crises of 
1956, 1970 and 1980. It is characterized by centralization, followed by a drop 
in the effectiveness of the ministries’ work, and, subsequently, political crisis, 
which in turn leads to decentralization, stabilization, and, eventually, re- 
centralization (Goralezyk 1986 pp. 123-7). 

The changes in the system of ministerial administration which took place 
during the second half of the 1980s and at the beginning of the 1990s already fol- 
lowed a different rationale. They can primarily be interpreted as attempts to find 
a solution to the problem of how to run a country in a deep and long-lasting 
economic crisis, with widespread social disaffection and a lack of trust in public 
authorities. There were no plans for the eventual shape of the state structure, 
and changes in government and economic policy were frequent. As a result, 
modifications in ministerial organization occurred almost every year. In 1985, 
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six ministries and six central offices were abolished, and in their place four new 
ministries and one central office established. Also, the powers of the Cabinet 
Office were considerably extended. In 1987, the government’s powers were 
reduced or decentralized, and, at the same time, the scope of activity of five 
ministries was changed. In addition, the post of the Minister of Industry was 
established replacing four previously existing economic ministries. In the 
following year, the Commission for Economic Planning was replaced by the 
Central Planning Office and the system of the government's advisory committees 
was comprehensively reorganized. The next year, 1989, brought further change. 
When Mazowiecki’s government came to power, each of the four deputy 
premiers was put in charge of a ministry, and four ministers without portfolio 
were appointed. At the end of 1989, the new post of Minister of Communica- 
tions was created, and in 1990 a Ministry for Ownership Transformation 
(Privatization) was established. In 1991, the Ministries of Industry and Commerce 
were merged (Jelowicki 1989; Jarosz 1989 and 1990). In the same year, 
Parliament rejected a bill, which, if adopted, would have created the post of a 
Minister of Public Administration and have led to major changes in the activities 
of the Cabinet Office and the Ministry of the Interior. The reasons for voting 
down these proposals were the same as those put forward when Parliament 
rejected the bill on the government’s emergency powers. 

At present, it is difficult to predict the future shape of the ministerial structure 
(Sokolewicz 1990). Suffice it to make two remarks. First, the frequency and 
extensive modifications in the ministerial structure partly result from the 
unfounded assumption that by establishing a new structure or a new institution 
this will by itself solve a given problem. That is why the legal regulations 
concerning the structures of state organs are very comprehensive, whilst 
regulations on horizontal co-ordination are, at best, fragmentary. Second, there 
is clearly a need to continue work on a revised statute on the Council of Ministers 
and to pass such an act quickly. 

As far as the internal structures of central ministries are concerned, they are 
defined by legal acts of different rank. With the exception of the Ministries of 
Justice and of Defence, all ministries have been established through individual 
statutes, As regards the Ministry of Justice, its competences are defined in a 
statute on court proceedings, while the competences of the Minister of Defence 
are laid down in the statutes on compulsory military service. In the 1960s and 
1970s, the statutes on the establishment of ministries tended to outline merely 
the main organizational pattern and left detailed regulations to the government. 
Since 1980, the statutes contain more detailed definitions of the ministerial 
structures and activities (Mazur 1990). On the basis of these statutes, the Council 
of Ministers then promulgates regulations defining the detailed scope of activity 
of a given ministry. However, such more detailed regulations are not always 
adopted. For example, no such detailed regulations existed for the Ministry of 
Industry between 1987—1991. 

A ministry typically consists of the minister's personal staff, departments and 
offices; but there is no uniform structure, and some ministries are built upon a 
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section structure. The individual departments are run by directors with the help 
of one or two deputy directors. The tasks of each organizational unit are defined 
through special organizational regulations. For this reason alone, it is very 
difficult to assess reforms within the ministries, as every new minister may 
make changes in the internal organization simply by promulgating an enactment, 
which is a legal act of a low rank, and, as such, not normally published (Jarosz 
1989, pp. 6-7). 


IV TERRITORIAL GOVERNANCE 


Modifications in the structures of administrative organs at the intermediate and 
lower levels of public administration are directly connected with changes in the 
territorial division of the country (Szyplinski 1989). Between 1944 and 1950, 
the regulations introduced before the Second World War were still in force. 
They provided for a three-tier territorial division of the country and an internal 
state and local government organization which corresponded to this division. 
These regulations envisaged a uniform internal structure of territorial govern- 
ment: there was a small number of administrative levels in municipal and district 
administrations, whilst at the highest level of territorial governance, in the 
provincial (voivodship) offices, a larger number of administrative tiers existed. 
The more complex structure of the provincial offices reflected the fact that they 
were often responsible for administering large areas. In 1950, territorial self- 
government was formally abolished, and elements of centralization were in- 
troduced into the structures of the territorial offices of state administration. At 
the district level, the organizational characteristics became vertically more differ- 
entiated, whereas the municipal offices retained a flat structure. In 1954, further 
centralization took place when the administrative structures were expanded on 
all three levels — province, district, municipality — without, however, providing 
opportunities for differentiation. Instead, a common organizational pattern was 
imposed by the centre. 

In 1958, and again in 1963, the internal structures of the provincial offices 
were expanded, so that they began to resemble those found in the central 
ministries. The expansion of the provincial offices beyond a size which allowed 
their effective management was accompanied by increasing specialization of the 
individual organizational units and progressive professionalization on the part 
of officials. The same development could be observed at district level. However, 
as far as the municipal level was concerned, office structures remained more or 
less unchanged, as the municipal authorities were very much seen as mere 
auxiliary units for the district administration. One characteristic feature of this 
system was its organizational uniformity: although the offices had to function 
under very different economic conditions in different parts of the country, 
organizational structures followed a standard pattern. 

The years between 1972 and 1975 saw a major reorganization in the territorial 
governance of the country. The district level was abolished, leaving just the 
levels of the provinces and the municipalities. The abolition of the district level 
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was accompanied by an increase in the number of provinces. Instead of 17 
provinces, 49 much smaller ones were created. This resulted not only in the 
breaking up of strong historic bonds between the provinces and their territory, 
which had existed in Poland for about five centuries, but also led to a rapid 
increase in special territorial administrative divisions. Despite its formal abolition, 
the district level retained an important role for internal administrative organiza- 
tion in many branches of deconcentrated state administration (Chróścielewski 
1987). As part of the reform, the municipal level, too, underwent change. The 
apparent aim was to give local authorities greater freedom to shape their own 
structures, for example, by allowing the establishment of joint People’s Councils 
and joint administrative organs. The new statutes also allowed local administra- 
tion to hand over certain tasks to other administrations in the same area, 
provided that these tasks belonged to their original competences. 

The new statute on the People’s Councils of 1983 did not introduce significant 
changes in the organization of local organs. In mid-1989, the Cabinet Office 
undertook what turned out to be the last examination of the organization and 
efficiency of territorial institutions before the local government reform of 
1990. On the basis of this examination, a number of conclusions were formulated. 
Amongst other things, the Office criticized the expansion of the internal 
structures of territorial authorities and the excessive number of posts for deputy 
directors. Following the report, the number of departments in the voivodship 
offices decreased from 251 to 201, i.e. by 19.9 per cent, but these were more 
or less incidental changes and did not lead to a general flattening of the 
structures of provincial offices or to a significant decrease in employment (which 
fell by merely 7.2 per cent). In larger local authorities, too, change was small-scale 
(in one town office the number of deputy directors increased to eight with the 
same number of organizational units), and the changes which did occur did not 
follow any systematic pattern. If one finally looks at the communal offices, there 
is, indeed, evidence of simplification and a stream-lining of administrative 
structures. On the other hand, however, no use was made at the communal 
level of the possibility of entrusting other organs with the management of 
administrative tasks (Skweres 1989). 

The Acts of 1990, which restored a sphere of independent local government, 
leave the organs of state administration and of local government considerable 
scope in shaping the internal organization of their offices. The government lost 
its powers to issue regulations on the administrative structures of provincial 
offices, which had played a large role in ensuring organizational uniformity 
across the whole country. Thus, at present, the structure of general state 
administrative offices is largely defined by the voivod. In the municipalities, 
organizational structures are defined through regulations adopted by the munici- 
pal councils on the suggestion of the council’s presidium. 


V LOCAL GOVERNMENT REFORM 


It is not easy to classify the changes in the structures and procedures of Polish 
public administration on the basis of their importance. However, there can be 
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little disagreement that the restoration of a sphere of local self-government in 
the spring of 1990 must be counted among the most significant. The main 
institutional features of this reform have already been described elsewhere 
(Niewiadomski 1990; Gorzelak and Mularczyk 1990). Therefore, the present 
discussion concentrates on an analysis of some of the major difficulties which 
have arisen in reforming the local level. Undoubtedly, local government reform 
has encountered greater problems than most observers initially predicted. For 
one thing, local councillors, local government employees, judges, and many 
academic observers have complained that local government legislation is 
formulated too imprecisely (Wspolnota 1990, 1991; Piekara 1990; Kowalewski 
1991). The legislator has used different terms to refer to the same object and 
important issues, such as, for example the openness of council meetings, have 
not been addressed at all. Moreover, some regulations are contradictory, for 
example, as regards the powers of the voivod and the municipalities. Insufficient 
clarity and incoherence can partly be explained by the hurry in which the reforms 
were prepared and the lack of technical expertise in drafting the bills. Partly, 
they also reflect the fact that no genuine local self-government had existed in 
Poland during the last five decades. Moreover, the original draft legislation was 
amended substantially during the legislative process. As a result, a considerable 
part of the local government acts of 1990 are unintelligible not only for ordinary 
citizens, but also for professional staff. 

One of the most common misconceptions about local government is that it 
implies full independence for the municipalities. From a legal perspective this is 
mistaken, since municipalities cannot be treated as institutions that are fully 
separated from the state (Letowski 1986). The independence of municipalities is 
limited by three basic factors: the powers that are granted to them by law, 
financial resources, and hierarchical control, exercised by state administrative 
organs. Concerning the first issue, the 1990 local government reform failed to 
provide the municipalities with the full range of powers needed to respond 
effectively to local needs. In fact, the municipalities were first of all put in charge 
of those matters which require them to execute central acts. Thus, the municipal 
organs are, to some extent, treated as agencies of state administration, while a 
significant part of the powers required to address local matters satisfactorily 
remain the prerogative of the state (Kulesza 1991). In fact, some have argued 
that — compared to the old People’s Councils — local government has lost a large 
part of its competences to the state (Zawadzka 1990). Moreover, according to 
current regulations, municipal organs do not possess the right to adopt local legal 
regulations on the basis of a general authorization to perform their own duties. 
Modest powers and insufficient legal means to secure their effective realization 
imply a considerable restriction of municipal independence. 

Turning to the financial basis of local government, it is clear that the 
municipalities’ financial situation cannot be considered in isolation from the 
budgetary problems of the state. In a situation of economic crisis and very tight 
fiscal resources, most municipalities find it extremely difficult to perform their 
mandatory tasks. This applies particularly to policy areas involving major public 
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expenditure, such as environmental protection, public safety or education. 
Examples of the difficulties posed by inadequate resources abound. Thus, many 
municipalities have been forced to close down local kindergartens or charge fees 
equalling almost one third of the parents’ monthly earnings (Trybuna* 1991). 
Some local authorities have resorted to cutting teachers’ pay, in extreme 
cases halving their salaries (Trybuna® 1991). In such a situation, many municipal 
councils have started to look for additional sources of revenue. One option has 
been the establishment of profit-oriented municipal enterprises (Trybuna? 1991), 
which is permitted under current local government regulations. Budgetary 
difficulties have meant that many municipalities adopt a short-sighted financial 
policy geared towards raising revenue at almost any cost. This can, for example, 
involve excessive increases in rents on local properties, which impede economic 
activity, or the selling-off of municipal property at very low prices. 

Limited local powers and insufficient financial resources do not imply that 
municipal councils and their administrations suffer from a lack of work. However, 
it is often difficult to escape the impression that local activities are more about 
symbolic gestures, aiming at popular emotions, than about adequate local service 
provision (Trybuna’ 1991). For example, a great deal of time and effort has been 
devoted to the issue of renaming streets and public buildings and discussions 
on the removal of monuments from the Communist past. 

The third factor limiting the independence of local government is the control 
exercised by state organs, though this factor limits local activities not nearly as 
much as legal and financial constraints (Leonski 1990; Podgorski 1991; Niewia- 
domski and Szreniaswki 1991, pp. 74-88; Zawadzka 1990, p. 23). Municipalities 
cannot be completely independent of the state, and existing regulations contain 
fairly precise definitions of the cases in which state administration may exercise 
control over municipal activities. There is no evidence of any systematic abuse 
of the state’s rights to control local government activities, and the courts have 
consistently confirmed that local governments may seek legal protection if they 
feel that the state is exceeding its control powers. However, it should be 
mentioned that central government, in extreme cases, has the right to dissolve 
a municipality through merging it with another local authority. Since this is not 
considered a means of control, but a way of achieving changes in the territorial 
organization of the country, such a decision by the state is not subject to court 
control. 

The municipal councils are supposed to act as the representatives of the local 
community. Whilst there can be no doubt that the local government elections 
of May 1990 satisfied democratic criteria, it is less clear to what extent the new 
municipal councils are truly representative of the popular will. Election turnout 
was low at 42.1 per cent. Civic committees supported by Solidarity won 41.47 
per cent of all local mandates; significantly, however, non-aligned candidates 
scored almost as many votes and won 39.52 per cent of municipal council seats. 
With the exception of the Polish Peasants’ Party, which won 5.76 per cent of the 
mandates, no political party gained more than 1 per cent of the seats in 
the local council. The by-elections for municipal councils held in May 1991 
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produced even more worrying results. In villages, turnout nowhere exceeded 
45 per cent, and in some towns it fell as low as 2 per cent. In a few localities, 
by-elections could not be held, because nobody wanted to contest free seats. 
Non-aligned candidates won the majority of mandates. 

Against this background, the representativeness of municipal councils is open 
to question. Quite obviously, society at large took little interest in the 
elections. This lack of interest can partly be explained by the narrow competences 
enjoyed by local government; this confirms a strong popular view that societal 
problems can only be solved by state institutions. On the other hand, the increase 
in the number of municipal councils in which none of the 84 political parties 
registered in June 1991 is represented might be viewed as a positive sign. The 
electorate would seem to give priority to individual personalities rather than 
general programmes of particular political groups. 

Contrary to the stated intentions of local government reform, the municipal 
councils have not become the central players in the local government system. 
Depending on local conditions, the decisive role in the municipalities might be 
played by the voivod, groups linked to the Solidarity movement, local civic 
committees, or authorities of the Catholic Church. Relations between the voivod 
as a representative of the state and local government institutions are of a 
supervisory nature. By contrast, the relationship between local government and 
groups connected with Solidarity often resemble those found in a classical party 
system. As regards the ties between local government and the Catholic Church, 
it is important not to over-generalize. Certainly, however, one finds many 
instances of far-reaching local compliance with the demands and expectations 
of the Catholic clergy. In view of these facts, there is much to be said 
for the following assessment: 


In the old system there always existed some external authority which solved all 
conflicts. The solutions did not necessarily have to be accepted — but they were 
provided and had to be obeyed. Now the conflicts will have to be solved by the 
localities themselves on the grounds of democratic institutions and procedures. Will 
the losers — present in any dispute — accept the verdict of the democratically elected 
body? Will the local communities invent their own procedures for resolving conflicts 
or will they follow the experience already existing elsewhere? If not, the new system 
could become partly unmanageable and the scope of the local autonomy would have 
to be limited by calling upon the decisions of the external judges (Gorzelak 
1990). 


There is, however, a further dimension to the representativeness of municipal 
councils. Attempts to solve complex social problems through strikes, demonstra- 
tions and other forms of direct action have long been a characteristic 
feature of Polish social life. This tendency to seek to resolve contentious issues 
outside the established channels for problem-solving is also evident at the local 
level. A lack of local government tradition, the weakness of the present 
system and, at best, tenuous social support for its actions are among the 


© Banl Blackwell Ltd 1993 


POLISH PUBLIC ADMINISTRATION 27 


chief reasons why political and social disputes tend to be settled outside 
the municipal council by stronger bodies. The problem is aggravated by a 
widespread misunderstanding on the part of local councillors of their proper 
role in the community. Instead of relying on the legal and political means 
at their disposal, councillors often tend to take direct action which merely serves 
to highlight the weaknesses of the local government system. In the town of 
Sejny, for example, a quarrel between the councillors representing the town and 
their colleagues from surrounding villages over real estate taxes led to a boycott 
of the council sessions and, ultimately, resulted in the appointment of a 
government commissioner to manage the town’s affairs (Trybuna? 1991). In 
Lublin, a local councillor staged a two-week hunger strike in the town 
hall to protest against the lack of resources for the struggle against alcoholism, 
and in Poznan, local councillors, instead of deciding on the closure of a market 
threatening the outbreak of an epidemic, started tidying it up themselves 
(Trybuna? 1991). 

Looking, finally, at the future of local government, predictions are difficult. 
The legal foundation for local self-government are in place, and many 
councils and officials try hard to tackle local problems. However, the citizens 
still look primarily towards central government for the solution of everyday 
problems. 


VI CO-ORDINATION IN PUBLIC ADMINISTRATION 


Insufficient inter-administrative co-ordination is one of the decisive weaknesses 
in Polish public administration and helps to explain many performance deficits. 
To the extent that inter-administrative relations are at all taken into account in 
establishing or reforming administrative structures, it is vertical ties that tend 
to receive most attention, whereas horizontal linkages are scarcely acknowledged 
and very poorly developed. At the ministerial level, for example, individual 
departments and administrative units work largely autonomously, since proper 
procedures for co-ordination and information exchange rarely exist. This results 
in incoherent and often contradictory decisions adopted by particular ministries, 
and, more generally, in a slowing down of all administrative policy making 
which requires inter-ministerial co-operation. 

One of the main impediments to improved horizontal co-ordination is the 
ministerial division of tasks in administrative organs. This applies particularly to 
the intermediate level of state administration. Here, different departments in the 
provincial offices fall under the supervision of different ministers. Moreover, the 
proliferation of deconcentrated units of state administration existing outside the 
voivodship offices further impedes horizontal co-ordination. As far as inter- 
provincial co-ordination is concerned, voivods are, in principle, obliged to 
co-operate, but legal regulations in this sphere are only fragmentary (Wrzosek 
1989). Research conducted in 1989 suggests that co-operation between voivods 
is more extensive where the character of the task very clearly requires it. This 
seems to be particularly the case in the spheres of environmental protection, 
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leisure (for example, the exchange of children for holidays), public health, 
transport, and the development of higher education. Typically, such co-operation 
takes the form of meetings between voivods or between working groups. 
However, mutual contacts have up to now been hindered by the lack of 
established co-operation programmes and co-operative patterns. For this reason, 
any decentralization of central competences must be accompanied by a strength- 
ening of co-operative ties between the voivods and also increased rights to 
transborder co-operation (think, for example, of the need for cross-border 
co-operation between Poland and Czechoslovakia in environmental protection 
(Biegunski 1989). 

Inter-administrative co-operation at the intermediate level is directly con- 
nected with the problem of regionalization, an issue which has received wide 
attention in the academic literature (Elzanowski, Maciolek and Przybysz 1990). 
Thus far, however, there is little agreement on regionalization, beyond the fact 
that it should be addressed in the new constitution. In particular, the question 
remains unresolved whether the newly created regions should be centres of state 
administration or constitute a higher level of self-government. Obviously, this 
fundamental question needs to be settled before more detailed issues can be 
resolved, The latter include decisions on the number of regions to be established 
(current proposals suggest between 10 and 15); the boundaries of these 
new regions; the competences of other administrative organs at the regional 
level; and, finally, more wide-ranging changes in the territorial division of the 
country. It is crucial that a decision on the establishment of regions is not 
postponed indefinitely, but is made as soon as possible after the political situation 
has stabilized and Parliament has resumed work on the constitution. 


VII ISSUES IN PERSONNEL POLICY 


The proposition that ‘a good administration begins with good personnel’ is 
certainly a truism, but it is no less accurate for that. It also provides a useful 
starting point for a consideration of the state of the Polish public service. 
Throughout the period of Communist rule, public administration and its 
employees tended to be treated as necessary evils which would only vanish 
once the state was transformed into a Communist self-government. Of all the 
groups for whom the state acted as an employer, i.e. for about 73 per cent of the 
total labour force during the 1980s, those working in public administration 
enjoyed the least protection, and they were generally held in low popular esteem. 
After the Second World War, pre-war public service personnel could not play 
a significant role in shaping the standards of public officials, as a large proportion 
of them had died during the war or emigrated, and the remaining ones were 
only exceptionally admitted to higher positions for political reasons. The new 
personnel of the Socialist state was selected, appointed and promoted largely 
with ideological considerations in mind, but lacked professional experience and 
a relevant education. 


Examining the quantitative challenges confronted by the Polish public service, — 
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it is first worth emphasizing that by no means all branches of public administra- 
tion were over-staffed during the Communist era. In fact, the problem of 
excessive staffing levels only concerned the administration of the state en- 
terprises and the industrial ministries. By contrast, other branches and levels of 
public administration, most notably the municipal tier, often suffered from staff 
shortages. Despite the evident difficulties involved in cross-country comparisons 
of public service employment, it still seems worth quoting at least some figures 
(Muszalski 1990; Gajdzinski 1991). In 1980, about 137,000 staff were employed 
in public administration. This figure had risen substantially to 177,000 by 1985, 
but fell to 168,000 in 1988, and further declined to 158,000 by the first half of 
1992. Of these total figures, about 42,000 were employed in central government 
institutions in 1988; their number rose to 53,000 in 1991, of whom around 
10,000 worked in the central ministries. Amongst the ministries, the Cabinet 
Office consisted of around 600 employees. 

Regarding personnel policy, it is almost universally recognized that until now 
a rational approach has not evolved. The most frequently cited obstacles to the 
development of a coherent personnel policy include, inter alia, low pay, 
inadequate training, and politicization at all levels of the public service. As 
regards the first of these obstacles, low pay, it should be noted that the 
remuneration of public employees has for decades been lower than in other 
branches of the national economy; this is especially true of employees at the 
lower levels of public administration. In 1980, average pay in local offices reached 
76.7 per cent of the pay in the sphere of material production; the equivalent 
figures for 1987 and 1988 were 85.4 per cent and 79.9 per cent respectively. 
In 1989, the government decided to raise this proportion to 112 per cent by 
1992, but because of the budget deficit, it has been impossible to achieve this 
target (Stawowiak 1989). 

Turning to education and training, the foundations of a comprehensive 
training system have yet to be laid. Thus far, attempts at creating a system for 
preparing personnel for public administration in the form of secondary admin- 
istrative schools and university level education with a specialization in public 
administration have not produced significant results. By contrast, in-service 
training, in the form of public service apprenticeships, and post-graduate studies 
appear to produce rather better outcomes. In this connection, the establishment 
of the National School of Public Administration in May 1990, which is modelled, 
as mentioned, on the French Ecole Nationale d’Administration and is directly 
subordinated to the Office of the Cabinet, augers well for the future (Bartyzel 
1991). 

The politicization of the public service refers to the fact that there are still 
not enough qualified officials who can be trusted to perform their duties reliably 
regardless of political changes. There can be no doubt that administrative 
personnel under Communist rule were to a large extent politically indoctrinated 
(Kasten 1990). The formation of the first post-Communist government and the 
first free local government elections started a process of replacing public 
personnel on all levels of public administration. This procedure was necessary 
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and fully justified, but did little to stabilize the public service, especially since 
many employees left the service at their own request, despite a positive 
assessment. The vacant posts were then often filled by employees who lacked 
experience, but enjoyed the political confidence of the governing parties. 
Frequent changes of government at the national level have meant a high turnover 
of staff in positions of administrative leadership. To some extent, this resembles 
the situation at the beginning of the Polish People’s Republic in the 1940s 
(Radzikowska 1991). By contrast, the propagation of religious views by public 
employees exercising public functions is a new phenomenon. In this respect, it 
is worth noting that more than 90 per cent of the Polish population declare their 
allegiance to the Catholic Church, but, at the same time, about 80 per cent 
oppose the clergy’s active participation in political life (Uznanski 1991). 

The lack of a rational personnel policy has a number of negative consequences. 
First and foremost, it is responsible for the instability in the public service, where 
annual turnover of staff reaches up to 20 per cent in some provinces (Nadolski 
1989). Second, there are signs of an excessively high share of female employment 
in public administration. Thus, in central offices, around 50 per cent of all 
employees are female; in provincial offices this figure reaches about 60 per 
cent, and in municipal offices around 77 per cent (Muszalski 1989). Third, 
personnel with university degrees are territorially very unevenly distributed. At 
the lowest level of public administration, only about 3,000 people, or 12 per 
cent of all local employees, possess a university degree. In the municipal offices 
in the Lublin region, 201 university-trained people were employed, but in 
the offices at the same level in the Jelenia Gora region, only 23 possessed 
such a qualification. University graduates in public administration are mainly 
concentrated in large urban areas, centres of academic life, and the developed 
industrial centres. By contrast, they are a rarity in rural areas. In the Biala Podlaska 
province (with 32 municipalities), only a single lawyer was employed at the 
municipal level. By contrast, in the Gdansk province, with a total of 37 municipal 
offices, 40 lawyers were to be found at this level (Nadolski 1989). Finally, as 
regards the prestige of public, servants, research conducted in 1984 concluded 
that ‘In Polish society lack of confidence in public servants must be evaluated 
as critically high’ (Sarapata 1988). If similar research were to be conducted today, 
the assessment would, in all likelihood, scarcely be more positive. 
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OPTIONS FOR ADMINISTRATIVE REFORM IN 
POLAND 


MICHAL KULESZA 


I INTRODUCTION 


In the Republic of Poland the transformation of the political system and the 
gradual reorientation of the economy have been accompanied by only slight 
changes in the functioning of public administration. The mechanisms of admin- 
istrative activity are determined by the old regulations still in force, and also 
by surviving habits and administrative routines. They do not change automatic- 
ally, either under market pressure or as a result of changes in the state structure. 
Consequently, the organization and the functioning of Polish public administra- 
tion are basically still those that prevailed under the previous regime when it 
served an alien state, other political goals and a different economic system. With 
these conditions having changed, it has now become clear that a fundamental 
reform of public administration is an absolute necessity. This has emerged as 
the main and most urgent task of government. Its success constitutes a sine qua 
non condition for further societal and economic change. Public administration is 
without doubt the very cornerstone of all states. In contemporary Poland, 
however, the administrative structure has become dysfunctional. As a system, 
it has reached the limits of controllability, beyond which there would only be 
inertia and chaos. 

Work on the reform of government and public administration has been carried 
on during the past three years with varying intensity. Since 1989, we have 
witnessed a gradual reconstruction of Polish statehood based on democracy, the 
tule of law, respect of individual rights, private ownership and market mechan- 
isms. The so-called ‘Little Constitution’, voted by Parliament on 17 October 
1992, clearly proclaims its support for a political system with a three-tier division 
of power (art. 1). This Constitutional Act also sets the directions of change 
needed to design efficient and clear mechanisms for the functioning of executive 
powers, i.e. government in connection with the Presidency of the Republic and 
public administration. 
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The successive governments that have been in office since the elections of 
1989 have not shown coherence in all areas of policy making. There has however 
been a consistent effort to transform the state into a rational structure, i.e. well 
organized and civically oriented, and to rebuild a competent and effective 
administration. On the initiative of the Polish Senate, territorial self-government 
was returned to the local councils in August 1989 by the Government of Tadeusz 
Mazowiecki. This was a fundamental and very successful move towards state 
reform, and also the first step in the construction of a civil society. The 
government of Jan Krzysztof Bielecki contributed to this development by 
carrying out various analyses, appraisals and other projects. Many of these were 
prepared by the Committee in charge of Conceptualizing Changes in the 
Territorial Organization of the State and by the Committee for Public Admin- 
istration Reform. The conclusions drawn by the latter were spelt out in a report 
entitled ‘Preparatory Proposals for the Reform of Public Administration’, the 
principles of which were accepted by the government of Jan Olszewski. The 
report underlines, among other things, the fact that any fundamental and 
extensive changes in the mechanisms of administrative activity can only prove 
successful if a special governmental body is created to implement the reform 
and to co-ordinate the work undertaken by the different state organs and 
institutions. This postulate was accomplished on 13 October 1992, when 
an Act of the Council of Ministers established the post of the Government 
Plenipotentiary in charge of Public Administration Reform. Since taking office, 
the government of Hanna Suchocka has declared clearly and unambiguously its 
political will to proceed with the reform, primarily in three areas: (1) the 
functioning of central and decentralized state administration; (2) the local 
government system. The priority here is to rationalize administrative divisions 
of the state and to complete the decentralization initiated in 1990 by the 
introduction of a second-tier of local self-government, the powiats (districts); 
(3) the civil service. 

Independently of the conceptual progress made by the successive govern- 
ments since 1989, many concrete reform measures of a legal and organiza- 
tional nature have already been, or are in the process of being, implemented. 
But by following mainly departmental requirements, they are dispersed, and 
unfortunately often lack cohesion. Some of the projected or already introduced 
changes do not always fit into a clear overall vision of the administrative 
structure. This is particularly the case when they do not produce spectacular 
and qualitative changes for the administration. It must be added that, apart from 
the action taken by the government (and also those taken by Parliament, such 
as the creation of regional financial audit offices), non-governmental initiatives 
are playing an important and increasing role. 

The aim of this overview is to outline the main tenets and orientations of 
public administration reform in Poland. It is important to emphasize that these 
changes must not be viewed (and even less carried out) as one uninterrupted and 
concentrated process capable of bringing clear and global results within a very 
short span of time. On the contrary, contemporary states are trying as much 
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as possible to avoid important structural change, and if they do, it is only after 
long and extensive preparations. Instead they keep monitoring the structures 
and functional mechanisms of the administration, and intervene, if necessary, 
only through small adjustments. In the Polish context however, certain transfor- 
mations, chiefly territorial reform, do require fundamental structural reorganiza- 
tion. It is therefore all the more important to try and avoid making simultan- 
eously such wide-ranging alterations in other areas. The main challenge is to 
introduce new mechanisms without destabilizing the state as such. In other 
words, this means that change must be introduced with caution. 

Public administration reform is not a once-and-for-all act of reorganization, 
but involves a whole series of decisions and undertakings following the same 
direction and objective, but varying in nature, scope and timing. Sometimes it will 
include preparing future organizational and legislative measures by good co- 
ordination during the preparatory phase. This should be done, for example, when 
considering the future districts, or designing new rules and mechanisms for the 
public service. In other cases, it will mean taking separate decisions quite 
independently from other activities and time constraints (like for example the 
introduction of regulations on public procurements). As already mentioned, the 
extent and scope of the indispensable changes can only be measured by the 
present crisis of Polish public administration. Therefore the role of the Plenipo- 
tentiary in charge of Public Administration Reform is mainly to propose measures 
capable of producing the widest effects while at the same time incurring minimal 
costs in terms of resources needed and potential threats the reform may generate. 
The regulation of public procurements belongs precisely to this category. If it is 
supported by a wide educational programme, it might induce a completely new 
approach to public expenditure, paving the way not only for an important increase 
in spending efficiency, but also for a change in administrative ethics. 

In certain sectors, as well as in some circles of society, the hopes, but also 
the fears, associated with change are particularly visible. This is one of the 
reasons why the implementation of reform is of such a political character. 
Proposed change must therefore be examined from the technical (organizational, 
functional, etc.) point of view, but also in terms of its social implications. Not 
only the electorate, but also the users of and suppliers to public administration, 
as well as the civil servants and private sector managers must be satisfied. This 
requirement should be given special attention because it is in fact the key to 
the success of future change. Even the most scrupulous preparation of important 
administrative reform measures, like for example the introduction of local 
self-government in 1990, or the proposed creation of the districts (powiats), 
means nothing more than establishing the legal and organizational frameworks 
for effective change. Their operational capacity depends first and foremost on 
the positive and active attitudes of the social and administrative élites. 

A natural feature of all administrations is, and always has been, strong 
conservatism associated with inertia and reluctance to change. It is not surprising 
therefore that administrative structures are very strongly opposed to reform, 
and even more so if they are fundamental. Such a situation can be overcome 
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only if the dynamics of change are stronger than those of the system it will 
affect. In other words, the success of reformatory measures requires a favourable 
social climate as well as the agreement of the main political forces not only on 
their implementation, but above all on the basic framework proposed by 
government. Divergence and discussions may (and should) arise concerning 
specific issues, but general agreement is an absolute condition before any 
essential and concrete decisions can be taken. In countries like Poland, where 
Parliament is politically fragmented, consensus on reform can only be reached 
on a minimal platform. All important political forces should be prepared to 
endorse it above their own particular interests and in a feeling of responsibility 
for the essential well-being of the country. If not, the state as such will be in 
jeopardy. This article aims at presenting the minimal or essential changes that 
are indispensable, first of all to stop any further degradation of the state apparatus 
(especially of its executive function), and secondly to assign some elementary 
and indisputable goals to the transformation of the Polish political system. 

Below are listed the main goals and values which ought to inspire the 
reform process, and those sectors it should concem in priority. 


I A RATIONAL, MANAGEABLE AND COMPETENT 
GOVERNMENT 


The administrative system which is presently operating in Poland makes it 
impossible for the government to manage efficiently public affairs. This situation 
is the consequence of taking over the state structures that existed under 
the former regime without introducing any substantial changes. Before 1989, 
the Council of Ministers did not actually ‘govem’, but acted more as a 
co-ordinating committee subject to the political power of the centre, which was 
in fact the real government. State policy making, decision-making mechanisms, 
information flows, staff selection, etc. were all determined by this reality. The 
current situation calls therefore for a new definition and organization of the 
functions previously fulfilled under the provisions of the leading role of the 
Communist Party and through the use of the party-state structure. As far as the 
organization of public administration is concerned, it will also be necessary to 
eliminate the negative effects of the local government reform introduced in 1975. 
This caused considerable overlapping owing to the multiplication of specialized 
(departmental), deconcentrated government agencies. This trend has developed 
even further over the last few years. . 
The issues to be raised in order of priority are: 


— the organization of governance, the principles guiding the services provided 
to the government and to the Prime Minister, the position of ministers as 
members of government (politically endowed executive power) as well as 
the main representatives of state administration (heads of a department); 

— the role and organization of the ministries, especially within the context of 
a necessary distinction between political functions (the minister and his 
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cabinet as a changing element of the executive power system) and administra- 
tive functions (administrative units of a professional, stable, loyal and 
politically neutral character); 

— the place and the role of central administrations and other organs (agencies, 
boards, etc.) at the same level, placed under the authority of the government 
or of a particular minister, with different levels of autonomy in decision 
making and recruitment policies, and fulfilling different basic functions like 
administrative control, legal regulation, organization and delivery of basic 
public services, administration of state property, ownership transformation, 
promotional activities, statistics, information, etc.; 

— the organization of the territorial structure of the state as a whole and of 
the administrative structure existing within it. Special attention ought to be 
given to the position of the voivod as the representative of (central) 
government and as the co-ordinator of state administration at the voivodship 
level. This is essential in the face of the uncontrolled increase of tasks and 
specialized administrative bodies; 

— the definition of the voivod's responsibility in implementing and co- 
ordinating the social and economic policies of the state in the voivodship, 
and, related to this, the determination of a new formula for the voivods’ 
budget; 

—the development of a model of public service defining the principles of 
personnel policy and the training requisites of administrative officers, together 
with the formulation of the principles governing the public service, like 
advancement procedures and administrative ethics; 

— the introduction of new techniques of administrative work, the improvement 
of information flows, the amelioration of the mechanisms and procedures to 
be followed in the preparation and execution of government decisions, as 
well as the definition of methods to attain agreement, co-ordination and 
mediation; 

— the development of information and computing facilities; 

— the creation of a separate Ministry (or Agency) of Public Administration 
responsible for the organization and functioning of state administration, the 
public service, administrative training schemes, the computerization of state 
offices, the supervision of local government, and permanent monitoring of 
the changes occurring in the system of state administration. 


I A CIVIL STATE 


In 1990 Poland saw the reintroduction of the classical dualist system of public 
administration in the form of a distinction between state administration and 
local self-government. The introduction of local government was the first 
step towards the creation of a civic state and the construction of new political 
élites from the ‘bottom-up’. But at the same time, the mechanisms of the 
bureaucratic state and of the provincial authorities were reinforced through 
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the multiplication of specialized agencies in charge of important public re- 
sponsibilities without the slightest external control. Today Poland is faced with 
a dilemma, the solution to which will determine its administrative system for 
years to come. It can develop either into a civil state or into a bureaucratic 
state. The answer to this does not seem to raise any difficulties. But practically 
this means: 


— proceeding with the decentralization of public administration by complet- 
ing the transfer of public tasks and administrative powers of local character 
to the larger urban communities, and otherwise introducing into rural 
areas the second tier of local government (rural powiats). This concerns 
all tasks, administrative competences, as well as those organs, services, 
institutions and the like, responsible for supplying collective needs at the 
local level and/or which should be the object of scrutiny by the local 
authorities (rural powiat/district councils and town councils independent 
of the powiats); 

— the simultaneous creation of the essential intervening mechanisms designed 
to protect the interest of the state in affairs under its responsibility but 
implemented by local authorities; 

— preparing the conditions for a third-tier of territorial government at the 
voivodship/tegional level which may eventually be introduced at later stages 
of the reform as the result of further functional decentralization. 


IV AN ECONOMICAL AND EFFICIENT STATE 


Systemic changes induced by the abandonment of centrally planned econo- 
mics and the adoption of market mechanisms based on competition, have 
important consequences for public administration, especially on public finances. 
Administrations will be able to select from an open market of goods and services, 
But this requires a different management of public resources, as well as new 
methods of control. Therefore the reorganization of the state apparatus should 
take account of the fundamental division between administration and economics 
by distinguishing the administrative functions of the state from the tasks of the 
economic system. In this regard, it is particularly important: 


——to set out completely new criteria for public procurements, redesigned 
organizational forms for these activities, as well as new legal norms and 
a professional code of ethics; 

— to continue work on the institutions and legal status of the State Treasury. 
Special care should be given when it comes to deciding on the principles 
and legal-organizational forms of the administrative body responsible for 
state ownership (with its various components, depending on their nature, 
function, assignment, etc... ), as well as on the criteria according to which 
its tasks will be fulfilled with respect to the organization and competences 
of central, regional and local administration; 
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—to consider the problem of the central and local government budgets, 
especially when introducing the new budgetary mechanisms. The latter will 
have to reckon with a further decentralization of public tasks and the 
important changes which will inevitably occur in the system of public finance. 


V A FAIR, ACCOUNTABLE AND IMPARTIAL STATE 


The state, the economy, but also the civil servants, their attitudes and behaviour, 
are undergoing radical change. Such a process requires extreme caution because 
of the different kinds of dangers that may appear due to the uneven, and 
sometimes even dysfunctional, course of legislative and institutional change. This 
could destabilize the administrative mechanisms that have survived until now 
without yet being replaced by new ones, and could provoke the relaxation of 
organizational discipline, personal efficiency, etc. In this regard, the most 
important questions to be dealt with are: 


— the provision of legal guarantees for administrative procedure and executive 
accountability. The legal institutions in charge of this will have to adapt to the 
new systemic conditions of dualistic public administration; 

— the reinforcement of the legal protection of individual and collective interests 
in the realms of public law. This requires the further development of 
administrative courts and the drafting of a complete procedure of administra- 
tive law; 

— the stimulation of further professional legal expertise in administrative 
matters; 

— the establishment of local systems of protection against the abuses of public 
authority and collective security enforcement (also in social and ecological 
matters). This should be based on the relationship existing between the 
interests of the local community and the public assessment of the efficiency 
of the protection supplied, and should take into consideration the conditions 
of the state as a whole; 

— the introduction of measures against corruption and other administrative 
pathologies and the creation of appropriate mechanisms to enforce law 
in this respect. 


The government will not take any global decisions on the issues listed 
above. The matters for reform are far too extensive, complex and internally 
differentiated. Above that, they cannot be considered in isolation from other 
tasks and areas for which the state is responsible (see, for example, some of 
the priority tasks recently identified by the Polish government). In this situation 
we should expect and hope that not only the government, but also the political 
forces in Parliament approach these problems as a systematic, and not a 
speculative, attempt to sort out and rebuild public administration. Suffice to say 
that this describes a long-term task. 
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It is up to the Government Plenipotentiary for Public Administration Reform 
to ensure the most important part of the groundwork by inspiring and 
co-ordinating the activities of the various authorities and circles involved in 
the reform process, by undertaking analyses and preparing projects, by elabora- 
ting plans and setting schedules for the reform process in its various aspects (the 
calculation of costs, inter alia), by making sure that the partial changes introduced 
in the meantime do not collide with the overall objectives of public sector reform, 
by securing and co-ordinating foreign assistance, and finally by designing 
adequate information and educational policies. 

It should be added that in most areas, the reform requires not only the 
preparation of a new legal framework, but also, and above all, the creation 
of new institutions, new attitudes, habits, techniques, administrative routines, 
methods of collaboration within the administration and with external partners. 
In some areas change must be preceded by preparations of an analytical and“ 
practical nature (i.e. facts and not only programmes or resolutions). These tasks 
will only be fulfilled with competence and efficiency through the intensive 
co-operation and active participation of all central and decentralized state and 
local government organs, and all the other circles, associations or organizations 
concerned with reform. Last and not least, the whole process will succeed only 
if all the main political actors in Poland express clear and unambiguous support 
for the general framework. 

One of the main challenges (and at the same time a condition for the 
implementation of reform at all levels) of the process of public administration 
reform is to promulgate within society the habit of thinking in categories of 
the public interest, to create a positive feeling towards the values which 
inspire action for the common good, and finally to reinforce the idea that public 
administration is above all a service to the community. 
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TRANSFORMING CZECHOSLOVAKIAN 
PUBLIC ADMINISTRATION: TRADITIONS 
AND NEW CHALLENGES 


DUSAN HENDRYCH 


I INTRODUCTION 


The traditions of public administration in (the former) Czechoslovakia reach 
deeply back in history, and they are closely connected with administrative 
developments in other European countries, particularly her Central European 
neighbours and France. The most important elements of this tradition include 
the establishment of an effective administrative state structure on the one hand; 
and the development of an independent sphere of local and territorial self- 
government on the other, connected, particularly in Bohemia and Moravia, with 
the historical rights of the Bohemian crown and the requirements of in- 
dependence (Bauer 1991; Maly 1986). 

In economic terms, Czechoslovakia was, at the turn of the century, a state 
with a highly developed industry and with a remarkably productive agricultural 
sector. After 1918, Czechoslovakia ranked amongst the most industrialized 
countries in the world, with a developed market economy and a comparatively 
high standard of living for the majority of the population, especially in Bohemia 
and Moravia. In the Slovak part of the country, however, economic conditions 
were much less favourable, with a scarcely developed industrial base and a 
decidedly weaker agricultural sector. , 


I PUBLIC ADMINISTRATION, 1918-39: AN OVERVIEW 


During the interwar period, public administration in Czechoslovakia still exhi- 
bited many of the traits inherited from the Austro-Hungarian Empire. However, 
unlike in many other European states during that time, public administration 
retained a consistently democratic and legal character. Judicial control of public 
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administration; a significant degree of self-government at all lower levels, 
including the lands; qualified officials; and a developed administrative culture — 
all these factors offered hope for further cautious reforms, particularly towards 
progressive democratization and the solution of national and ethnic problems. 
In organizational terms, public administration was founded on the traditional 
Central European model of a duality of state administration and local self- 
government; in legal terms, the central basis was provided by the Constitution 
of the Czechoslovak Republic of 1920, which defined the new state as a 
parliamentary republic. 

The organization of public administration in Czechoslovakia was not uniform. 
There were differences in administrative organization between the so-called 
‘historical countries’ (or ‘the countries of the Bohemian Crown’), i.e. Bohemia, 
Moravia, Silesia on the one hand, and Slovakia and Subcarpathian Ruthenia on 
the other. They reflected the distinct historical development of the two parts 
of the new unitary state. Efforts to unify these different administrative systems 
were only partly successful; some progress towards harmonization was achieved 
in organizational structures, but the diverse legal bases, grounded in historical 
differences between Austrian and Hungarian law, remained largely unchanged. 

During the interwar years, the main administrative institutions included: 


the organs of the state, ie. central government and the ministries, other 
state authorities at the level of the lands and the districts, and professional 
state authorities; 

— organs of territorial self-government, including the lands, representative 
districts, and localities; 

— self-governing corporations in the professional, economic and social 
spheres, based on the principle of mutuality; and 

— private subjects in cases specified by law or by a public law agreement. 


In this differentiated structure, one particular problem concerned the definition 
of an intermediate level of state administration. The Province Act of 1920 
envisaged the creation of 20 regions (or provinces); however, in the face of 
strong political resistance, the Act was only partly implemented. Opposition 
to the Act came from two sides, both nationalist in character: centralists, 
who insisted on a strictly unitary state without any autonomous structures, 
and autonomist and separatist forces, the more extreme of which clamoured 
for the break-up of the new state. Thus, in 1927, a new Act on the Organization 
of State Administration was adopted, which represented a far-reaching revision 
of the Province Act. The new law sought to reduce the tensions between 
centralists and autonomists by the re-introduction of the historical land organiza- 
tion. Under this legislation, four lands were established — Bohemia, Moravia with 
Silesia, Slovakia and Subcarpathian Ruthenia — which formed administrative 
units, with their own juridical identity. The lands themselves were subdivided 
into districts, which represented administrative units of the lower tier, with state 
or communal district authorities (Bianchi 1978; Lipscher 1979). 

The 1927 Act strengthened state administration vis-a-vis the higher levels 
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of self-government. Representative bodies at the land and district level were 
empowered to deal with economic and social issues, but were precluded from 
addressing explicitly political questions. Such representative bodies included 
boards (with two-thirds of elected members and one-third of appointed profes- 
sionals), committees and commissions. 

The introduction of the land organization was largely justified by reference 
to historical traditions. In spite of this, however, it did not provide a satisfactory 
solution to the complex nationality problems. In the broader European context, 
the period of 1918-39 saw these problems gradually develop into separatist 
movements inimical to the state. 

The war and the Communist era stopped the development towards a more 
decentralized state power. The further development of public administration 
in Czechoslovakia took an entirely different course, based on values which 
were fundamentally at odds with those that had previously informed administra- 


tive development. 


MO THE IMMEDIATE POST-WAR CHANGES, 1945-49 


Already towards the end of World War II, the administrative changes required 
in the post-war years began to be discussed. Unsurprisingly, opinion differed 
regarding the necessary degree of continuity or discontinuity with the pre-war 
administrative structures, with the future status of local government being 
particularly contentious. The Communists and their allies amongst left-wing 
social democrats rejected the principle of duality in public administration and 
argued vigorously for the establishment of national committees as the organs 
of the sovereign power of the people. The Presidential Decree on National 
Committees and the Provisional National Assembly of 1944 largely followed 
their views. 

As a result, Soviet-type National Committees replaced the previous system 
of distinct spheres of state administration and self-government, although the 
veil of duality was maintained in the beginning. The intention of the pro- 
Communist forces was evident, however: to destroy the ‘bourgeois’ state 
organization and to create a monolithic, hierarchically structured system for 
the exercise of state power, which would be vertically and horizontally 
intermeshed with the apparatus of the Communist Party. The possibility of 
a diversified public administration was effectively eliminated; in its stead, the 
foundations for a uniform state administration, comprising all levels of public 
administration, were laid. Until 1949, there existed a three-tier structure of 
national committees at the land, district and local levels. Their administrative 
competence was generally universal, i.e. they were the only organs to exercise 
public administration in their territories. 

Administrative change in the immediate post-war period was not restricted 
to the territorial organization of state administration. Changes also took place 
at the central level, primarily in response to the perceived requirements of 
post-war reconstruction and the promotion of a planned economy. As early 
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as 1945, new types of central authorities began to be created. They included, 
inter alia, the Economic Council as the central organ for formulating and 
co-ordinating economic policy, and the State Planning Authority. Formally, 
these two new authorities had no decision-making powers; informally, however, 
their power was considerable. Gradually, authorities of this type developed into 
the cornerstones of an extensive economic state administration, embodying 
centralism and administrative control over the economy. 


IV PUBLIC ADMINISTRATION, 1949—68 


The Communist take-over of February 1948 represented the most important 
milestone for the further development of public administration in Czechoslo- 
vakia, though it did not result in any immediate changes in state administra- 
tion. To be sure, increasing political pressure was brought to bear on public 
employees at all levels of the administration, but structural changes along 
the lines of the Soviet model were only made in the course of 1949 on the 
basis of the new constitution of May 1948. These changes need to be seen 
in the context of the resolution of the congress of the Communist Party on the 
general guide-lines for the establishment of socialism in Czechoslovakia, accord- 
ing to which one of the chief tasks was the ‘consolidation of the people’s 
democratic state power’. The principle promoter of the process of socialization 
was the central government, which almost immediately began restructuring 
public administration. 

The legal basis for the subsequent structural transformation in central 
administration was provided by a Constitutional Act of 1950 No. 47/1950 
COL on the changes in the organization of public administration. For decades, 
this Act provided the legal foundation which allowed the government to create, 
merge or abolish central administrative institutions and to decide on their 
competences by means of a simple governmental order subject only to the 
consent of the President. The 1950 Act also brought about substantial changes 
to the 1948 Constitution, which up to this point had not, at least in formal terms, 
been entirely at variance with European constitutionalism and, more specifically, 
Czechoslovak constitutional traditions, although it already displayed many of the 
traits of the Soviet constitutional conception. 

The principal motivating force behind the changes in central and territorial 
state administration was the desire to copy the Soviet model of economic 
controls by means of central planning and to ensure the effective implementation 
of economic policies. This dirigism resulted in the establishment of a new 
type of state authority, the so-called economic ministries. These ministries 
controlled directly and comprehensively all production enterprises in certain 
sectors (for example, engineering industry, power generation or agriculture). As 
was already briefly mentioned above, additional central economic authorities 
were established, which were primarily concerned with tasks such as planning, 
capital construction, or technical development at both central and lower levels. 

Throughout the period under consideration, administrative development in 
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Czechoslovakia was intimately linked with political developments in the Soviet 
Union. As a result, political changes in the Soviet Union during the first half of 
the 1950s and a certain improvement in the political climate were also reflected in 
Czechoslovakian public administration. In 1956, some measures were adopted 
which were designed to restrict excessive centralization of decision making by 
the economic ministries. This was followed by more significant changes in 1958. 
The individual departments in the economic ministries (the so-called main 
administrations controlling the individual industrial branches subordinated to 
the ministry) were abolished, and operative management was transferred to 
newly formed ‘production units’. They concentrated the enterprises of the same 
production branch in an integral unit which separated from the ministerial 
structure. 

Turning to territorial administration, a number of important changes, in 
particular regarding the national committees, need to be mentioned. In the first 
place, the 1948 Constitution recognized the national committees as part of the 
uniform system of representative bodies, as the representatives of state power 
in communities, districts, and new regions, and as the sole organ of public 
administration in all respects, except in the cases explicitly provided for by the 
law. Secondly, the new constitution brought about significant changes ın the 
territorial organization of state power. The lands were abolished and replaced 
by regions as the intermediate tier of public administration. The chief purpose 
of this change was not to decentralize administration but, on the contrary, 
to ensure effective control over lower level administrative units. That was also 
the reason why the control of national committees was entrusted to the central 
government. : 

In 1960, a new, ‘socialist’ constitution was adopted. In the field of local 
administration, it resulted in yet another change to the territorial division of the 
state. The number of regions and districts was reduced, in the hope of 
strengthening their economic and political position. However, this did not have 
any practical consequences, as the planning monopoly of the central authorities 
was not reduced and the power monopoly of the Communist Party remained 
unquestioned. The enlarged districts faced the difficulty of having to control 
effectively the activities of the larger number of communes in their territories. 
At that time, the neuralgic points of territorial organization were already 
apparent: the internal administrative organization of communities, the need to 
reduce their number, and, perhaps most importantly, the separation of local 
administration from central administration and a concomitant increase of local 
financial and administrative powers (Sojka and Tomsova 1969). 


V PUBLIC ADMINISTRATION, 1968-89 


The year 1968 saw an attempt to achieve a fundamental political and economic 
reform of the Stalinist type of socialism and a constitutional change in the 
organization of the Czechoslovak state. However, 1968 also marked the 
beginning of the period of ‘normalization’, i.e. the conservation of political, 
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administrative and social structures. It is ironic that the proclamation of the 
rights of national self-determination seemed to be exchanged for restrictions in 
human rights and basic freedoms. 

The Constitutional Act on the Czechoslovak Federation in 1968 was intended 
to satisfy the Slovaks’ desire for national identity and state sovereignty. With 
this Act, the previously unitary state was transformed into a federal state with 
two constituent members. The new state was initially conceived as a relatively 
loose association of the two national economies with complete state authorities 
at the level of the two member Republics; in constitutional terms, the constituent 
Republics enjoyed broad competences compared to the federal authorities, 
particularly in the field of executive power. 

As regards administrative organization, federalization brought about the 
following main changes: 


— the formation of two separate spheres of state administration, federal 
and republican, the relations of which were not those of subordination 
but co-operation; 

— the competences of the previously unitary state were divided between 
the Federation and its constituent Republics. The legislative and executive 
powers of the federal authorities were enumerated in the constitutional 
act (in exceptional cases also in subsequent ordinary acts); 

—local administration was generally within the jurisdiction of the Republics, 
and the republican governments managed and controlled the activities of 
the national committees. The federal government and its organs could 
perform activities on the territory of the Republics only on the basis of 
explicit legal authorization; 

— both the Federation and its member states established their own legislative, 
executive and judicial authority and exercised their powers within the 
limits of their competences (Hendrych 1972; Jicinsky 1991). 


In 1970, the initial federal concept was partly modified at the cost of the 
member states, in conformity with the process of normalization. The increase 
in the powers of the central federal authorities corresponded with the political 
and economic ideas of dirigism, which aimed at the conservation of the old 
order. This step resulted in the gradual deterioration in the relations between 
the two Republics, which, however, could manifest itself openly only after 
the changes of November 1989. 

Whilst reform attempts in central administration aimed more or less at 
improvements through rationalization, at the level of local administration 
there was an attempt to give the impression of increasing self-govern- 
ment and democracy. Preparations for more far-ranging changes ın local 
government date from the beginning of the 1970s. The main changes, 
which were carried out gradually and with numerous restrictions imposed 
by the highest political authorities, consisted mainly of the following 
measures: 
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— a reduction in the number of local administrations through the amalgama- 
tion of localities and the establishment of joint authorities, combined with 
the building up of ‘settlement-centres’ as the natural focus of social and 
economic life in their surrounding territories; 

— decentralization of powers and competences, particularly to settlement- 
centres and towns, accompanied by increased economic and financial in- 
dependence; 

— the categorization of towns and cities into three groups and the subsequent 
differentiation of their status within the system of national committees; 

— the redefinition of the task of lower-tier national committees in the compre- 
hensive social and economic development of territorial units. 


In spite of these partial measures and the growing activities of various reform 
groups, particularly in the economic sphere, the Czechoslovak regime after 
1968 showed an almost complete inability to transform and adapt. Political 
changes were ruled out, economic changes were kept to an absolute minimum 
and the Communist hierarchy was to be preserved at almost any price. 


VI PRINCIPAL TRENDS OF THE CURRENT REFORM PROCESSES 


Since 1989 Czechoslovakia has faced a number of economic, political, and 
administrative challenges. They include the need to achieve further progress in 
economic reform, whilst paying attention to its implications for social stability 
and employment; the need to reconsider the territorial organization of the 
Czechoslovak state, eventually resulting in the break-up of the Federation; and 
the demands for a territorial re-organization of the Czech Republic. These 
challenges still tend to dominate the administrative reform agenda, in particular 
the discussion on its future tasks and structures. 

Amongst the changes in the administrative environment which have a 
direct effect on public administration, it is first of all necessary to take account 
of the transformation in the system of government, i.e. the transition from 
the state governed centrally and by dirigist methods to a democratic state 
based on the rule of law. This implies, for example, the need to create an 
effective constitutional and administrative judiciary, a system for the control 
of the use of state funds which is independent from executive power (in- 
dependent auditing), and proper administrative supervision of the operation of 
lower level public authorities. One important attribute of a democratic state and 
an open society consists in the performance of certain administrative tasks by 
self-governmental units; their status and competences need to be derived from 
the constitution or from law, which awards them certain institutional guarantees 
and ensures the necessary stability. 

Turning to economic change, it is clear that the organization of the economy 
in the former socialist countries had the most profound impact on the tasks and 
organization of public administration. Czechoslovakia was the most ‘socialized’ 
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country in Central and Eastern Europe; its industry, agriculture and virtually the 
whole tertiary sector were owned either by the state or by co-operatives (in 
the Marxist conception). The private sector was practically non-existent, and 
private property was all but liquidated. The centralist and highly detailed system 
of controls over the economy required extensive administrative staff, whose 
professional and political profile rarely conformed with current ideas of a civic 
society and public administration. 

If Czech and Slovak public administration is to play a constructive role in the 
political, social and economic reform process, it is imperative to 


— reassess its tasks, with a view to bringing them in line with the standards 
of other European democracies based on market-type economies; 

— re-define the responsibilities of the different levels and branches of public 
administration; this includes the development of effective judicial controls 
over administrative authorities and competent supervision by higher admin- 
istrative authorities over the operation of lower level units; 

— create an administrative culture which is informed by the virtues of economy, 
efficiency, effectiveness, professionalism and an orientation towards citizens’ 
needs. 


Obviously, all this requires adequate technical equipment and a satisfactory 
information basis for administrative decision-making. Most importantly, how- 
ever, it calls for investment in human capital through improved training 
and re-training. At the moment, a number of new initiatives in this respect 
are under consideration, but a clear line has not yet developed (Hesse 1991). 

Until now, the discussion on the reform of the administrative systems has 
focused largely on the following issues: 


1 Decentralization 

It will be necessary to determine the division of competences between central 
and decentralized administrations both with regard to those traditional tasks of 
the public sector which remain more or less unaffected by the political and 
economic changes and the new tasks of public administration in a democratic, 
market-oriented system. This applies to the vertical distribution of com- 
petences in state administration as well as to the allocation of powers and 
responsibilities between state institutions, on the one hand, and organs of 
local self-government, on the other. At the same time, the issue of whether 
certain administrative tasks can be handed over to semi-public or private 
institutions needs to be considered. In this context, it must be remembered 
that in the socialist system state administration was almost invariably performed 
by the state through its authorities; only in very exceptional cases were non-state 
institutions entrusted with carrying out administrative activities on behalf of the 
state. 


2 Deregulation 
The socialist management and control system created a need for permanent 
regulation, the setting of specific rules of behaviour for citizens and institu- 
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tions and a detailed regulation for sanctioning individual and institutional 
conduct. These regulations pervaded all levels of public administration as 
well as economic and social life. The high degree of centralization and the 
great number of ministries and other central authorities which were the 
hallmark of the socialist administrative system can be interpreted as direct 
results of the systemic requirement for detailed control. The restriction of 
legal reglementation and excessive regulation, in particular through second- 
ary legal acts issued by the government and the ministries, has to be one 
of the prime aims of administrative and constitutional reform, and it needs to 
be accompanied by corresponding adjustments in administrative structures. 


3 Administrative personnel 

The creation of a new civil service ranks among the principal tasks of 
administrative reform, as improvements in administrative performance depend, 
to a large extent, on the abilities and skills of administrative personnel at all 
levels of the public sector. So far, however, progress in this respect has at best 
been partial and has tended to be more or less accidental. Apart from improved 
in-service training, which includes systematic retraining of most of the present 
staff, it is crucial to develop a modern system of high-level, university education 
for public administrators, both generalists and specialists. First steps in this 
direction have been taken in the form of lectures on administrative sciences in 
the faculties of law, the establishment of special faculties for public administration 
and local economy at a number of universities, and the incorporation of public 
administration into the curriculum of the economic universities. It is clear, 
however, that these can only be first steps and that the problem requires more 
sustained attention and action than it has received so far. 


4 Legislation 

The Czechoslovak legal system has been based on the principle of continuity, 1e. 
step-by-step, gradual processes of normative adaptation. The exceptional legisla- 
tive activity during the last years resembles the dynamic periods of 1918-23 
and 1945-50 during which the normative corpus was fundamentally changed 
within five to six years. The main aims of the recent reconstruction of the legal 
system include the achievement of internationally recognized standards of 
civil rights and basic freedoms and the creation of legal guarantees for their 
observation and effective protection; and the creation of the necessary legal 
framework for economic restructuring. The latter includes, inter alia, the privatiza- 
tion of national property and the development of private enterprise as well as 
legal guarantees for foreign investors. 

The speed of economic and political reform legislation is not as high as 
many would wish, though, since the task facing legislators is an extremely 
difficult one. Foreign models and experience are valuable and inspiring, but they 
can only exceptionally be incorporated into the given legal system without 
substantial modifications. This is perhaps the principal obstacle to a more speedy 
process in the preparation of reform legislation, and it also explains many 
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TABLE 1 Legislation passed by federal, Slovak and Czech authorities 








1990/91 
Acts passed by federal authorities: 1990 1991 Total 
laws 50 44 94 
amendments to laws 62 27 89 
by-laws, directives, etc. 194 128 322 


Acts passed by Czech authorities: 





laws 32 36 68 
amendments to laws 15 26 41 
by-laws, directives, etc. 92 132 224 


Acts passed by Slovak authorities: 





laws 44 32 76 
amendments to laws 11 22 33 
by-laws, directives, etc. 80 111 191 





of the errors which have been made. It is also inevitable that reform legislation 
is the subject of party political controversy. Here it has not just been the 
differences between left-wing and right-wing parties which need to be men- 
tioned, but also, and perhaps more importantly, the conflicts between the parties 
representing the Czech part of the country and those representing Slovakia. At 
the federal level, these conflicts between representatives from the two republics 
resulted in a slowing down of the decision-making process on constitutional 
and economic issues. 

Table 1 helps to illustrate the exceptional legislative activity during 1990 and 
1991. Amongst the most important legislative measures at the federal level the 
following deserve a particular mention: 


— The revision of the constitution which aimed at eliminating its ‘socialist’ 
principles (for example, the leading role of the Communist Party in state and 
society) and laid the legal foundations for the transition to an open society 
and the establishment of democratic institutions (for example, the establish- 
ment of a sphere of local self-government). Another important change in the 
constitution guaranteed all types of property the same status and the same 
protection (Constitutional Amendment on Property Rights). For the structure 
of public administration, the provisions of the constitution on the division 
of powers between the Federation and the Republics were of particular 
importance. However, the constitutional changes of 1990 did obviously not 
represent a satisfactory solution; therefore the problem of the division of 
competences has become a neuralgic point in the relations between the 
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Federation and the Republics. Other important pieces of constitutional reform 
legislation concerned the establishment of a Constitutional Court and the 
law on the referendum. 


— The Constitutional Act introducing the Bill of Basic Rights and Freedoms 
(No. 23/1991 COL). This Act also contained provisions that were of 
immediate relevance to the legal system as a whole. Thus, 


(i) all constitutional Acts, laws and further legal rules, their interpretation 
and their application must conform to the Bill of Basic Rights and 
Freedoms. All laws and other legal rules had to be harmonized with 
the Bill of Basic Rights and Freedoms by 31 December, 1991. On that 
day, all provisions not conforming to the Bill of Basic Rights and 
Freedoms ceased to be effective. Basic rights and freedoms came under 
the protection of the Constitutional Court; 

(ii) international treaties on human rights and basic freedoms, ratified and 
promulgated by the Czech and Slovak Federal Republic, are generally 
obligatory in its territory and take precedence over Czechoslovak law. 


— Amongst further laws concerning civil rights, mention should be made 
of the laws on petition rights, on the right of assembly, on the right of 
association, on political parties and movements, on elections, on the acquisi- 
tion and loss of citizenship, on judicial rehabilitation, and on extra-judicial 
rehabilitation as well as the new versions of the Civil Code, the Code of 
Civil Judicial Procedure (including the provisions on administrative panels in 
general courts) and, finally, the Penal Code. 


— Amongst the laws that created the prerequisites for the transformation of 
the Czechoslovak economy, at least the following should be mentioned: the 
new Commercial Code, the laws on ‘small’ and ‘big’ privatization, the law on 
joint-stock companies, the foreign exchange law, the customs law, the law on 
cheques and bills, the bankruptcy law, and the laws introducing a new system 
of taxation. 


As regards the legal framework of public administration, it is necessarily of a 
transitional nature. Some laws, however, are likely to have a long-term impact 
and they should briefly be mentioned. The new division of competences 
between the Federation and the Republics undoubtedly strengthened the latters’ 
executive power, particularly through the transfer of much of what remains of 
economic administration to the republican governments and ministries. On this 
basis, the republican Parliaments have adopted several laws concerning, inter 
alia, the structure of the central republican administrations and the competences 
of individual authorities. Of even greater significance however, are the re- 
publican laws on local government and the laws on district authorities as the 
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territorial organs of general state administration. Finally, mention should be 
made of a number of other laws which provided the basis for some special 
administrative authorities, e.g. tax offices, labour offices, or trade authorities. 


5 Changes in the structure of central and subcentral administrative 
authority 

Until the end of 1992 the central administrations at both the federal and 
republican levels followed a common structure: government — ministry (or 
another central authority at the same level) — lower state administrative author- 
ities. However, differences existed in the scope of their competences, and they 
manifested themselves also in the relations between central and local administra- 
tions. Both (state) local administration and territorial self-government were, 
although to different degrees, within the competence of the republican legislative 
and executive authorities. This applies also to specific public authorities and their 
institutions. Federal authorities were allowed to act in the territory of the 
Republics only as professional organs, unless their activities were not explicitly 
within the competence of the federal executive authorities, such as customs or 
army administration. 

The most serious change in the structure of public administration has certainly 
been the reform of local government. Its purpose is to separate state administra- 
tion from territorial self-administration. The previous system of National Com- 
mittees as organs of state executive power has been abolished and self- 
government has been introduced in towns and localities. These units have 
become independent legal subjects and have obtained the authority to exercise 
public administration. In 1991, there were 5,745 towns and localities in the 
Czech Republic and 2,830 in the Slovak Republic. However, the reform 
of local administration has not yet been completed. General political authorities 
have been established only at the level of the districts of which there are 75 in 
the Czech Republic and 38 in the Slovak Republic. These territorial units are 
not, however, large enough to be able to carry out an effective regional policy 
and integrated local administration. Different solutions to these problems are 
prepared in both Republics. The situation is more complicated in the Czech 
Republic (Illner 1991), which is larger than the Slovak Republic and where there 
is, moreover, a certain pressure to recreate the former land administrations. This 
would mean the creation of two or three lands in the framework of the Czech 
Republic; the lands themselves would be subdivided into districts and communi- 
ties. Another possible alternative, which is close to Slovak ideas, is the 
transformation of the existing districts into major regions; according to current 
proposals, their number would be somewhere between 15 and 30 in the whole 
of the Czech Republic. At the moment, the questions of upper-tier units of 
self-government, particularly at the land level, and their potential competences 
remain open. Since they touch upon constitutional questions, problems can only 
be resolved within the framework of a new constitution for the Czech Republic. 
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The prevailing view so far has been that land organizations should indeed 
be restored in the Czech Republic. For this purpose, a bill on land self- 
government has been put before the Czech National Council; according to this 
bill the lands should represent a second tier of territorial self-government. The 
draft bill proposes the establishment of three lands: Bohemia, Moravia and 
Silesia. Such a solution would be chiefly based on political reasons and on the 
traditions of land administration, dating back to the time of the Austro- 
Hungarian Empire (Bauer 1991) and pre-war Czechoslovakia (Lipscher 1979). 

In this respect it is interesting to consider public opinion in the Czech Republic 
as it is documented in a survey organized by the Institute of Sociology at the 
Czechoslovak Academy of Sciences. From this opinion survey, it is evident that 
the population agrees only partly with the solution just described. The relations 
between Bohemia, Moravia and Silesia are considered important, but popular 
opinion in the Czech Republic does not rank them as amongst the most urgent 
and most serious problems to be solved at present. Amongst 13 selected items, 
including the transition to a market economy, social security or environmental 
protection, territorial organization ranked only tenth in importance. Territorial 
organization was considered a serious and urgent problem by 31 per cent of 
the population in the Czech Republic. There were, however, important differ- 
ences between the three major territories comprising the Czech Republic. Thus, 
in Morava, the problem of territorial organization was considered serious and 
urgent by 40 per cent of the population, whilst the corresponding figures for 
Bohemia and Silesia were 27 per cent and 28 per cent respectively. Here, as in 
many other issues, the similarity of opinions in the population of Bohemia and 
Silesia is clearly evident. 

As regards the preferred type of territorial organization, no clear preferences 
have emerged. In Bohemia and Silesia, the regional organization, which assumes 
the creation of between 15 and 30 administrative regions without a land tier, 
commands the highest support (37 per cent). The second most widely supported 
type is the land variant in various modifications (28 per cent). Only 23 per cent 
of those polled in Bohemia and Silesia supported the replacement of the present 
Czech Republic with a Bohemian Republic and a Moravia-Silesian Republic. 
As regards the second tier of territorial self-government, a majority of the 
population in the Czech Republic supported the establishment of representative 
district boards, with their own budget and property. The current distribution of 
political forces makes changes in territorial administrative organization and local 
government very likely; but it is still too early to discuss potential solutions and 
their possible variants. 
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ADMINISTRATIVE MODERNIZATION 
IN CZECHOSLOVAKIA BETWEEN 
CONSTITUTIONAL AND ECONOMIC 
REFORM 


RICHARD POMAHAC 





I CONSTITUTION AND ECONOMY IN TRANSITION 


The starting point of the present discussion is the year 1988, when the now 
defunct Czechoslovak Communist Party launched a project of constitutional 
reconstruction aiming at the genuine federalization of the Czechoslovak state. 
It was also in 1988 that the new federal government, headed by Prime Minister 
Adamec, for the first time openly acknowledged the need for fundamental 
economic reform, attacking excessive centralization and a lack of self-manage- 
ment in the economy. Both projects, constitutional and economic reform, 
however, ran into the opposition of the old ruling élite, which refused to 
contemplate change of any kind. As a result, efforts to reform the political and 
economic system from within were unsuccessful. There was, though, a political 
opposition that was prepared for exactly such a task, and in the end, the 
Communist regime collapsed almost overnight. 

Until mid-November 1989, all positions of state power were under the control 
of the Communist Party. Yet, only a week after the police assault on student 
demonstrators on 17 November 1989 in Prague, which sparked off protests and 
strikes throughout Czechoslovakia, the entire leadership of the Czechoslovak 
Communist Party had resigned. Four days later, on 28 November, the Civic 
Forum, which had emerged as the main Czech opposition movement, was 
legalized. The next day, the Federal Assembly resolved that the leading role of 
the Communist Party and Marxism-Leninism as the guiding principles of 
education and teaching should be deleted from the constitution. The termination 
of the Communist Party’s constitutional monopoly of power was quickly 
followed by the progressive relinquishing of the leading offices of state. On 7 
December 1989, Prime Minister Adamec resigned, having failed to form a 
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government in which the opposition forces were offered the status of a junior 
partner. In his place Marian Calfa, a member of the Communist Party (he resigned 
from the Party in January 1990), was appointed Prime Minister. On 10 December 
1989, a new federal government was formed, with a majority of non-Communist 
ministers. President Husak resigned on the same day. At the level of the two 
Republics, governments with non-Communist majorities were formed under the 
Czech Prime Minister Pithart and his Slovak counterpart Cic on 5 and 12 
December 1989 respectively. The change in the leadership of the country was 
completed after the elections to the bicameral Federal Assembly and the Czech 
and Slovak National Councils, held on 8/9 June 1990, which produced clear 
mandates for the former opposition movement. 

From the very beginning of the transition process, two problems dominated 
the agenda: federalism versus unitarity in political reform, and gradualism versus 
radicalism in economic reform. As regards the former, the first draft of a new 
federal constitution was published by the Civic Forum immediately after the 
takeover of power in December 1989. However, it became evident very soon 
that this draft did not enjoy the support of a broad majority amongst the 
reformist forces, primarily because its conception of a federal state order 
resembled too closely that which had been adopted in the 1968 constitution, 
but partly also because it provided a wider scope for social and economic rights 
than the socially and economically more conservative elements in the former 
opposition movement were prepared to contemplate. 

The course of constitutional and economic reform took a new direction in 
April 1990. As regards economic reform, the first major reshuffle in Calfa’s 
Cabinet signalled a move towards more radical economic solutions than those 
that had thus far been proposed. At the same time, the two republican 
governments began to meet to discuss the Federation's further constitutional 
future without the presence of the federal government. This should be the 
beginning of the process in which the initiative moved increasingly towards the 
republican level, making it more and more difficult for the federal government 
to influence the fate of the Federation. It should, however, be realized that in 
1990 economic reform still overshadowed the constitutional issues surrounding 
the reform of the Federation. In fact, many argued that the constitutional reform 
of the Federation should be postponed until the most immediate economic 
problems had been tackled. 

The main tasks of the federal government in the economic sphere were set 
out in very strict terms by the then Federal Minister of Finance, Vaclav Klaus 
(1991, pp. 12~13): 


The new Czechoslovak government of national understanding declared that the only 
feasible solution to the economic problem 1s to accept the market as a basic dominating 
principle of our future economic system. The Czechoslovak economists, therefore, 
stress the difference between the so-called instrumental concept of the market, on the 
one hand, and the genuine market, on the other, and with this difference in mind 
they warn against an irresponsible use of the word market in the Eastern European 


© Basil Blackwell Ltd 1993 


ADMINISTRATIVE MODERNIZATION IN CZECHOSLOVAKIA 57 


reform rhetoric. Our long and extremely negative experience with the Czechoslovak 
‘Road to serfdom’ makes us radical and impatient. We hope that we are now 
‘free to choose’ and we have, therefore, decided that our choice is a market economy 
without any complicating or obfuscating adjectives added to the word market. So far 
such a radical economic ideology has not provoked any negative reaction of the 
Czechoslovak public and it must be a permanent task of the new government to 
explain it and to defend it against its critics. 


It soon became clear, however, that the constitutional issue could not be 
postponed until economic reforms had been pushed through, and it also became 
transparent that the economic reform process would be much more prolonged 
and controversial than many had initially assumed. As a result, the original 
timetable for economic reform and a revision of federal arrangements soon 
became obsolete. Thus, it had initially been expected that by the end of 1991 
at the latest, the Federal Assembly and the Czech and Slovak National Councils 
should have adopted three new constitutions for the Federation and the two 
Republics, as a logical triangle providing a stable and lasting foundation for a 
new legal system. In the economic sphere, the process of voucher privatization 
and the restitution of property should have gone hand-in-hand with other forms 
of privatization. Also, parallel to the steps in economic reform, clear strategic 
concepts should have emerged in the social sphere and concerning industrial 
and environmental restructuring. As regards the former, the idea had been to 
create a system of legislative and administrative guarantees in close collaboration 
with trade unions to cushion the effects of economic reform on the individual. 
Concerning restructuring, there was a clear understanding that industrial and, 
in particular, environmental reconstruction could not be left to the market alone, 
but would require decisive government action. 

All this, obviously, placed huge demands on public administration, but an 
insufficient legal framework, an acute shortage of experienced personnel, and 
discredited institutions made it very difficult to adjust to the new demands, and 
in particular to the need to mediate interest conflicts (Matula 1991). This raises 
the question of what kind of legal and institutional changes are required in order 
to promote the transition from a dirigist administration to the structures and 
methods typically associated with a democratic government under the rule of 
law. Evidently, there can be no simple answer to this question, not least because 
the transitional period itself calls for a different role for public administration 
than that which is eventually to be achieved. 

Returning to the issues of federalization and economic reform, first steps were 
taken in 1990 to create a real ‘dual’ federation through the adoption of a 
constitutional law which redistributed executive powers between the two 
Republics and the Federation. Perhaps not surprisingly, the practical implica- 
tions of this law were disputed from the start. At the same time, in the 
economic sphere, reform legislation gained in momentum throughout 1990, 
resulting in major legislation towards the end of 1990 and in the first half of 1991. 
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This included: 


— the first and second Restitution Law and the first and second Privatization 
Law (October 1990-February 1991), 

— the Anti-Monopoly Law (January 1991), 

— the Land Privatization Law (May 1991), and 

— the amendment of the Civil Code and a new Commercial Code (November 
1991). 


All these acts were adopted under conditions of political fragmentation in 
the Federal Assembly. Increasingly, the old antagonism between ex-Commun- 
ists and the former opposition forces was replaced by political conflict over 
the speed and direction of economic reform between conservative forces and 
advocates of a more ‘social-liberal’ approach. Those identified with the conserva- 
tive tendency stressed the need to achieve a market economy without any 
complications or obfuscating adjectives, and they ruled out any discussion on 
the basic strategy of the economic reform. In their view, the transition should 
be simple, speedy and fundamental. On the other side, advocates of a more 
social-liberal approach argued in favour of a reform strategy that would be 
flexible and open to discussion of alternatives; in their view, there was no need 
for unnecessarily hurrying the decision-making process. In the event, reform 
legislation was adopted very quickly, but it often left the most controversial or 
complicated issues unaddressed. Thus, parliamentary fragmentation was reflected 
in fragmented laws. The first political casualty of the new political constellation 
was the Slovak Prime Minister Meciar, who was dismissed from office by a 
narrow majority of votes in the Slovak Parliament in April 1991. 


If PRIVATIZATION AND DECENTRALIZATION 


Privatization and decentralization tend to be studied as two separate problems. 
However, in the case of Czechoslovakia, there are good reasons for looking at 
the two problems together. As was indicated above, the reform proposals of 
1988 were presented as decentralization without privatization. Since then, of 
course, privatization has moved to the centre of the economic reform agenda. 
Both decentralization and privatization have involved different types of in- 
novations — radical, reformist, destructive, restorative, marginal, and in some 
cases even reversive. A radical type of innovation is certainly the replacement 
of the concept of polysectoral structural change, which would have aimed at 
some kind of balance between the public, semi-public and the private sectors, 
with an approach favouring radical privatization. Considering that until the end 
of the 1980s the Czechoslovak economy was almost entirely in public ownership, 
the rate of change has been remarkable. Thus, by the end of 1991, the private 
sector already accounted for 17.7 per cent of the labour force, and this figure 
has continued to rise rapidly since. 

From the point of view of public administration, it is important to realize 
that privatization and property restitution as radically managed processes 
have taken up much of the administrative capacities of the central authorities. 
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The examination of property restitution claims is a complex, time-consuming 
and highly controversial task. Privatization, on the other hand, equally requires 
both administrative expertise and takes up a significant part of central administra- 
tive personnel. In so far as it is possible to pass judgement at this stage, the 
_ administration appears to have handled both processes rather well. The first 
wave of privatization based on the voucher model will come to an end in the 
winter of 1992/3, and it is likely that this procedure will be repeated with the 
rest of state-owned property in 1993/4. This is not to say, of course, that 
privatization has not been the subject of a broad and critical debate which has 
concerned both the methods for privatizing as well as the handling of individual 
privatization projects. On the whole, public opinion in the Czech lands is much 
more favourably disposed towards privatization than in Slovakia. Czechs tend 
to emphasize the potential benefits of privatization, such as increased competition 
and an improved supply of goods and services, whilst Slovak respondents 
often fear that privatization leads to profiteering and the selling out to 
foreigners. 

In connection with this discussion, mention should be made of the un- 
precedented law suit filed against the government in connection with the 
privatization of the Karlovy Vary porcelain works. Here, the firm’s manage- 
ment argued that the government did not act in the best interest of the firm 
when it decided to divide up the enterprise for the purpose of privatization. 
The government had argued that the issue was outside the jurisdiction of 
the court, since privatization disputes were at the discretion of the owner of 
the company, which, in this case, was the state. However, the Czech Supreme 
Court did not follow this line of argument, and fined both the Czech government 
and the Czech Ministry of Privatization for contempt of court. Until a final 
verdict is reached, the relevant privatization prospects approved by the govern- 
ment have been halted. The problems surrounding the privatization of Karlovy 
Vary have already led to revisions in the privatization procedures, affecting both 
the direct selling of state property and larger privatization. The essential aim 
of the privatization project has, however, remained the same — decentralization 
of property. 

Turning from economic conditions to constitutional reform, the dominant 
development has certainly been institutional decentralization. Here the original 
strategy of reform was one of restoration rather than radical change, but as 
events over the last year or so have shown, the process has become increasingly 
radicalized. Part of the explanation of the move towards a break-up of 
the Federation can certainly be found in the characteristics of the Czechoslovak 
Federation itself. First, it needs to be remembered that Czechoslovakia originated 
as a unitary state which was only federalized in 1968, after fifty years of its 
existence. Second, the fundamental principle of the Federation was the national 
question, that is the relations between the Czech and Slovak nations. Finally, 
the Federation always represented a unique bipartite system, the coherence of 
which was dependent on many political variables. 

In analytical terms, one can distinguish between five possible outcomes 
of the crisis. The break-up of the existing state into two fully independent 
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states; a confederation; a bipartite federation; a federation built on historical 
regional principles; or a unitary state. Although only the first of these implied 
full disintegration, there can be little doubt that any confederative solution 
would merely have been a transitory arrangement on the road to full mutual in- 
dependence. Similarly, a bipartite federation would have contained the seeds of 
disintegration, since it would have been permanently threatened with the 
possibility of secession by one of the two constituent Republics, 

In 1991, all efforts by the then President, Vaclav Havel, and the federal 
government to work out a compromise on future federal arrangements that 
would be acceptable to both Czechs and Slovaks ended in frustration. The decline 
of the centrist parties in the elections has undermined the bases for durable 
political, economic and constitutional compromises. Shortly after the elections, 
on 23 July 1992, the new republican leaders, Klaus, for the Czech side, and 
Meciar, for the Slovak side, agreed on what has been described as a ‘blueprint 
for the dissolution of Czechoslovakia’. Although the details of the ‘velvet 
divorce’ were still to be worked out, it was obvious that this agreement would, 
in the end, eventuate in the emergence of two separate states in a comparatively 
orderly, negotiated fashion. 


IN THE RE-EMERGENCE OF PUBLIC MANAGEMENT AND THE 
PRESTIGE OF THE CIVIL SERVICE 


The first significant attempts at organizational innovations in public admin- 
istration and improvements in administrative human resources can be traced 
back to the second half of the 1980s, which marked the beginning of a 
purifying process in the state apparatus and, at a more modest rate, in the 
economic sphere. New patterns of personnel policy began to evolve, and 
there was at least some attempt to experiment with forms of entrepreneurial 
activity exploited in mixed economies. Partly due to the half-hearted nature 
of the reform attempts, and partly due to the strong resistance which even 
these modest attempts met on the part of many Communist hard-liners, these 
efforts brought about only marginal changes. Nevertheless, they can be inter- 
preted as the beginning of a process which has accelerated dramatically 
since 1990. In the opinion of one of the architects of economic reform in 
Czechoslovakia, Vaclav Klaus (1991), there are many serious technical issues 
which must be solved; but the most pressing obstacle to economic reform 
which he identifies is the ideological prejudice against the market and its 
side-effects, the dreams of the possibility of muddling through, based on 
minor improvements of the existing system, and, lastly, fears of overstretching 
the tolerance of the population or of some powerful organizations with 
their well-defined vested interests. 

These arguments also have implications for administrative reform. The 
advocates of radical anti-bureaucratism did not criticize the system of central 
planning as such, but rather particular representatives. Thus, an officially 
sanctioned criticism of the white-collar class, which expanded a specifically Czech 
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behavioural pattern, was, on more than one occasion in the past, a popular as 
well as populist instrument. Such an unproductive approach blocks any far- 
reaching social change, especially in a situation in which very vocal and 
self-confident technocrats stress the superiority of technical knowledge, fail to 
understand the systemic explanation of social events and believe in social 
engineering and rationalistic constructivism. As a result of a technocrat faith in 
the inevitable power of progress, many bureaucrats seem to be surprised when 
this progress is not actually happening in their own country. 

What the Czechoslovak bureaucratic environment really suffers from is a 
lack of a value-preserving mentality and, at the same time, an over-supply 
of retrograde conservatism which is listless and defenceless against the external 
pressures of ‘progress’ unleashed by politicians. It is then not surprising 
that public bureaucratic culture shares values such as the consciousness of 
being indispensable for the so-called economy of shortages and an emphasis 
on corporate solidarity, as a logical consequence of an over-extended 
state. 

It cannot be simply assumed that a national style, or culture, necessarily 
shapes the course of administrative reform. In other words, the question is 
whether an understanding of distinctive national characteristics is really a 
prerequisite for making sense of the institutional structure. It is worth keeping 
in mind that Czechoslovakia — like other countries in the European peri- 
phery — profited less from welfare than from ‘workfare’. It is not merely 
by chance that the relative per capita indebtedness of countries such as 
Poland, Hungary and Czechoslovakia in the 1920s and 1930s was almost 
the same as it is now. In other words, not all the Contemporary problems 
can be blamed solely on the past forty years of the communist experiment. 
Viewed from another angle, the proportion of non-manual workers is in the 
long perspective higher than justified by the level of economic development. 
All signs indicate that it is these unjustifiably high numbers working at the 
lower levels of administration that have caused the increase in the proportion 
of non-manual workers and not the number of professionals, who do generally 
intellectual work. 

Against this background, it is not surprising that the percentage of active 
earners employed in administrative and managerial occupations was almost 
the same in the 1920s as it was in the 1980s, ie. about 13 per cent. Perhaps 
an even more significant phenomenon is the relatively small increase in the 
number of non-administrative and non-managerial intellectual occupations by 
only 8 per cent from 1921 to 1989. On the other hand, the power of 
professionals to affect social life is not, of course, accidental. Much of it is 
based on the explicit delegation of public authority and rule making or, in 
some cases, the persistence of common practices which have evolved over 
the centuries. As a rule, professions and even nascent professions use public 
authority to externalize risks and costs of those individuals who are or will 
be members of the professional group. Ultimately the citizens bear the cost 
of these displacements either as consumers or as tax payers. 
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TABLE 1 The sectoral distribution of public employees in 1992 


General administration 52,700 
Administration of foreign affairs 1,700 
Financial administration 18,000 
Economic and trade administration 16,200 
Service for agriculture and for 

environmental protection 28,100 
Health care 293,100 
Social care 45,200 
Education and science 381,700 
Security and justice 87,800 





In order to get a better understanding of the structure of the public 
non-profit sector, it is perhaps useful to look at the sectoral distribution of 
public employees. The numbers for 1992 appear in table 1. Clearly, the 
challenge which faces personnel policy is not just a quantitative one, relating 
to the size of the public service and to the need to re-adjust personnel 
capacities in the individual branches of public administration. Perhaps a more 
important challenge is of a qualitative nature, relating to the qualification and 
motivation of public personnel. For example, one of the key problems in this 
respect has been the move of many of the most competent officials to the 
emerging private sector, which is almost invariably able to offer much higher 
material rewards than the public service. 

It is interesting to note that about 90 per cent of the normative acts that 
have been adopted since the beginning of 1990 have been aimed primarily 
at public administration, its rights, duties, and organizational structures. As 
regards personnel, the most widely and controversially discussed piece of 
legislation has certainly been the screening law (see Jicinsky 1992 and Mikule 
1992). Under this law, former Communist officials, people who collaborated 
with the Communist secret service, and other groups of citizens with close 
relations to the old regime are banned from political, administrative and 
economic offices in the public sector until 1996. The number of public posts 
falling under these provisions is estimated at around 250,000, and the number 
of people working in the public service who might be banned from public 
offices on the basis of these provisions is estimated at around 50,000. 
The law has been heavily criticized not only by the left parties and 
President Havel, but also by international organizations, such as the Interna- 
tional Labour Organization. By contrast, its most ardent supporters are to 
be found amongst the strongly anti-Communist parties and amongst those 
supporters of the new regime who have benefited particularly from develop- 
ments over the last two to three years. Whilst critics of the law do not deny 
the need for a legal procedure by which the country’s political and administra- 
tive institutions can be rid of compromised individuals, opponents of the 
screening law argue that this in violation of existing Czechoslovak and in 
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particular international labour legislation and human rights guarantees. Besides 
legal arguments, critics also point to the fact that the law creates an atmosphere 
of fear amongst those who live an honest life. Nobody can be sure whether or 
not they are registered in the files of the former secret service, and the decisive 
criterion is not whether somebody violated the law under the old regime or 
persecuted other citizens, but simply whether his or her name is registered in 
the secret police's files. In this situation members of the Federal Assembly and 
the Czech National Council have sent a request to the Constitutional Court 
asking for the screening law to be tested for its constitutionality. This has put 
the Court in a very delicate position, because five of twelve judges of the Court 
voted on the law as former MPs, including the current Chief Justice, who 
played a particularly active role in promoting the law, and has stated repeatedly 
in the past that he has no doubts about its constitutionality. 

It should, however, be realized that this screening law represents an essentially 
retrospective measure. By contrast, the qualitative challenges in personnel 
recruitment, utilization, motivation, representation and training are only begin- 
ning to be realized to their full extent and the political discussion on how to 
best address them is only just getting under way. It is questions of this kind 
which are likely to be amongst the chief priorities of Czech and Slovak 
administrative reformers for the rest of the decade. 
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OPTIONS FOR ADMINISTRATIVE REFORM IN 
THE CZECH REPUBLIC 


OLGA VIDLAKOVA 


I INTRODUCTION 


Since the elections for a new Czech Parliament, the National Council, in June 
1992 and the subsequent formation of a new republican government under Prime 
Minister Vaclav Klaus, the need for a comprehensive reform of Czech public 
administration has been discussed with growing urgency. Increasingly, it has 
been recognized amongst political decision-makers that a re-examination of 
administrative tasks, structures, procedures and personnel has to include both 
state administration and the institutions of local government. In this context, 
state administration is understood to encompass both the government depart- 
ments and all other executive state institutions at the republican or subcentral 
levels, whereas local government comprises the municipalities and their offices 
with their elected officials and appointed staff. Together, state and local 
government form the sphere of public administration. 

Such an approach, which takes account of the complex interconnections 
between the different levels of public administration, is still by no means the 
norm; in fact, after the political changes of 1989, the reform discussion focused 
almost exclusively on state administration. However, given the manifold ties 
between central and deconcentrated state administration and local government, 
a broader perspective, which reflects the functional, organizational and territorial 
differentiations as well as interlinkages in public administration, is essential. On 
the basis of such a more comprehensive approach, the reform process over the 
coming years needs to concentrate on 


— the horizontally and vertically differentiated state administration; 
— local government; 

— the territorial organization of public administration; and 

— personnel policy and personnel management. 
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II ADMINISTRATIVE REFORM SINCE 1989: A BRIEF REVIEW 


It is frequently argued that as a consequence of the dissolution of the Czech 
and Slovak Federation, administrative reform in the Czech Republic must, 
inevitably, return to its starting point; put casually, Czech reformers are said 
to have to ‘start from scratch’. In other words, the modest achievements in 
administrative reform over the last two to three years are thought to have been 
more or less undone by the federal state's demise, with the Republic's public 
administration facing a fundamentally altered constitutional and political environ- 
ment. There can, indeed, be no doubt that the final split between the two 
Republics and the resulting transfer of federal competences to the republican 
level will have a profound impact on the structure of Czech public administration. 
It is also clear that this transfer process needs to be accompanied by far-reaching ® 
changes in the Czech legal system; this, in turn, necessarily involves a partial 
re-definition of the tasks of Czech public administration. It is, then, clear that 
the demise of the federal state affects the republican administration in more than 
marginal ways. However, it must also be recognized that the past few years 
have already seen some very substantial modifications in Czech administration, 
not least in response to the progressive hand-over of federal competences and 
responsibilities, and these adjustments are not invalidated by the final dissolution 
of the Federation. The ‘velvet divorce’ was a prolonged process, and the 
divorcees had already begun to adapt to the end of the marriage before the 
separation was finally announced. 

The most immediate impact of the end of the Federation is felt at the level 
of the central republican administration. The Federal Constitutional Act No. 
493/1992 COL provided for the abolition of several federal ministries, including 
the Ministries of Foreign Trade, Labour and Social Affairs, Transport, Communi- 
cations, and Strategic Planning. This left only a core federal departmental 
structure, consisting of the Ministries of Finance, Foreign Affairs, Interior, 
the Economy, Control and Defence. At the same time, a number of central 
administrative agencies, such as the Federal Committee for the Environment or 
the Federal Office for Economic Competition, were abolished. Obviously, this 
winding up of federal authorities and the transfer of administrative competences 
from the federal to the state level has meant that the republican ministries face 
substantially altered tasks. In policy areas where both the Federation and the 
Republics had substantial competences, the republican ministries find themselves 
with considerably enlarged responsibilities; where the Federation had prime 
executive responsibility, the Republics need to build up relevant administrative 
capacities. 

As regards local government, the impact of the Federation’s demise is much 
less evident. Local government reform required an amendment to the Federal 
Constitution of 1960, which provided for a unified system of National Commit- 
tees as the representatives of state power and administration in the munici- 
palities, districts and regions. The role of these National Committees had 
been spelled out in more detail through a Federal Act of 1967. According to 
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this Act, national committees were state bodies of a self-governing nature, 
designed ‘to meet the general social needs and the needs of their territorial 
units, in the first place the needs of municipal development, and to harmonise 
the interests of society as a whole with local, group, and individual interests’. 
Of course, in reality, national committees were never institutions of genuine 
local government. They were, above all, state authorities representing the state's 
' unified power, and, in practice, they were subject to the operational control by 
the local units of the Communist Party. Up to November 1989, around 32,000 
staff worked in these national committees. 

The municipal, district and regional national committees survived up to the 
local elections of 24 November 1990 when the Federal Constitutional Act No. 
294/1990 COL, amending the 1960 Federal Constitution, came into force. It 
replaced the provisions on national committees with new local government 
regulations. Through these new regulations, the municipalities were recognized 
as the basis of the local government system. A municipality is defined 
as a self-governing community of citizens. Municipalities have a legal identity 
with their own independently managed property. According to the new 
regulations, citizens have the right to decide upon local matters either directly 
through referendums or through the municipal council. Elections to the municipal 
council are based on universal and direct suffrage. Municipalities possess the 
right to issue by-laws, a regulation which also applies to the execution of state 
delegated tasks. Municipal boundaries can only be changed with the approval 
of the municipality concerned. Moreover, the constitution allows municipalities 
to establish voluntary associations to ensure the efficient execution of municipal 
tasks. Municipalities and their associations are free to enter into international 
co-operation with other local governments and to join international associations 
of local government bodies. 

The amended Federal Constitution established only a relatively broad legal 
framework for local government. The detailed regulation of local government 
organization and local tasks and responsibilities was left to the Republican 
Parliaments. This included, for example, precise regulations on the sphere of 
local tasks, delegated state tasks (which the municipalities administer on behalf 
of the state), regulations concerning local elections, and local government 
supervision. On this basis, the Czech government prepared in a matter of months 
a very far-reaching reform of local government and territorial state administra- 
tion. With the Czech Act No. 367/1990 COL concerning local government and 
Act No. 425/1990 COL concerning district offices, the unified system ofmunicipal, 
district and regional national committees was abolished and, in its place, a new 
local government organization and a district role were defined. Act No. 
368/1990 COL determined the details of local elections; these provisions were 
amended in 1992 through Act No. 298/1992 COL on municipal council elections 
and local referendums. Also in this connection, Act No. 172/1991 COL on the 
transfer of state-owned assets to the municipalities ought to be mentioned. 
Together, these new acts established a new legal framework for local government 
at an early stage in the transition process. ` 
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This said, there can be no doubt that further legislation is needed. For example, 
there are still no detailed regulations providing institutional guarantees for 
independent local government, and the legal protection of municipal government 
against state interference is still insufficiently developed. Perhaps the main 
shortcoming of current regulations is that the 1990 Federal Constitutional Act 
made municipalities the core of local government, without explicitly providing 
for another self-government tier. This is an issue which will certainly need to 
be addressed in future. In short, then, further local government reform legislation 
is required; the impetus for reform, however, does not stem from the Czech 
Republic’s emergence as an independent state but the need to complete the local 
government reform project. 

Local government reform was accompanied by significant changes in territorial 
state administration. The regional national committees were abolished at the 
end of 1990, although the seven Czech regions survived as territorial units on 
the basis of the Federal Act from 1960 concerning territorial state organization. 
In practice, this has meant that there remain several state administrative 
institutions which are organized at the regional level. They include, for example, 
the regional military boards, police directorates, finance directorates, geodesic 
and cartographical boards, or the regional health offices. Since the abolition of 
the regional national committees, the only territorial state administrative bodies 
with a general competence have been the district offices. In 1992, the Czech 
Republic comprised 75 districts, served by 72 district offices (in the three 
urban centres, the tasks of the district offices are carried out by the municipal 
authorities). The district offices execute state tasks either as administrative offices 
of the first instance, or, in cases where tasks are delegated to the municipalities, as 
administrative institutions of the second instance. Many of the Czech Republic's 
approximately 5,800 municipalities do not have the necessary administrative 
capacities for the effective execution of delegated tasks. For this reason, the 
Czech government has named 381 ‘designated municipal authorities’, which 
perform certain delegated functions on behalf of smaller adjacent municipal 
authorities. Despite the creation of designated local authorities, there has been 
a very considerable increase in the number of deconcentrated state organs at 
the district level during the last three years. These deconcentrated offices are 
not linked to the general district offices, and they are supervised directly by the 
relevant ministries. Not surprisingly, opinions differ very sharply on the 
desirability of this proliferation of deconcentrated state administration. 

Another important development following the political changes of 1989 was 
the re-introduction of the institution of judicial review of administrative decisions 
from the beginning of 1992. Thus far, no special administrative courts have been 
established, but there are now special senates in the general courts charged with 
administrative jurisdiction. In most cases, it is the administrative senate of a 
regional court which decides administrative issues; however, appeals against 
decisions by central state bodies are dealt with by the Supreme Court of the 
Czech Republic. 

With the exception of judicial review, the only substantial amendments to 
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the Czech legislation on public administration passed after 1990 have concerned 
local government and the districts. By contrast, until recently, very little attention 
was directed towards: the structures of government and central state administra- 
tion, and, in particular, the public service; accordingly, little progress in these 
areas has been made. Two main reasons can be identified for the failure to 
address these crucial issues: firstly, the federal and state governments long 
considered economic reform and the privatization of state enterprises as their 
absolute priority; by comparison, the reform of public administration was very 
much considered a secondary issue. Secondly, continuous quarrels over the 
division of powers between the Federation and the two Republics meant that 
a great deal of reform energy was wasted. Often, it was unclear who had the 
power to act, and the mutual blockage of initiatives was not uncommon. All 
this led to a situation in which change in Czech central administration was more 
or less accidental, often rushed through and carried out under great pressure 
and without necessary co-ordination. Some republican ministries, such as the 
Czech Ministry for the Environment and the Ministry for Economic Policy and 
Development had their responsibilities redefined several times within a very 
short time span, with little sign of any rational and co-ordinated approach. 

With the dissolution of the federal state, some of the impediments to 
purposive administrative reform have been removed. The uncertainty over the 
intergovernmental distribution of powers and responsibilities has been resolved, 
and, as a result, a much clearer picture of the tasks of Czech state administration 
has emerged. At the same time, the elections of June 1992 have produced a stable 
Czech government. With the transition period coming to an end, the government 
can now embark on a more long-term oriented strategy for administrative 
renewal. 


Mm TOWARDS THE INSTITUTIONALIZATION OF 
ADMINISTRATIVE CHANGE 


The basis for the further development of Czech public administration is 
a policy statement by the new Czech government of July 1992. This 
statement identifies administrative reform and decentralization as central issues 
on the government's political and legislative agenda. Administrative reform is 
recognized as an essential precondition for successful economic transition; more- 
over, improved administrative expertise, enhanced technical capacities, and 
a restored prestige of administrative institutions and their staff are considered 
vital prerequisites for effective democratic governance. Against this background, 
the Czech government has announced its intention to re-examine the depart- 
mental allocation of competences and ministerial structures as well as the 
territorial organization of public administration. As far as the latter issue is 
concerned, the government has re-affirmed the position of municipal govern- 
ments as the basic institutions of territorial governance. But it also proposed to 
look into the question of self-governing institutions at the regional level or at 
the level of the historical lands, to which some central powers and resources 
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might be transferred. For this purpose, the government has promised to create 
an appropriate legislative framework, which would allow for the constitution of 
such self-governing units. At the same time, the government has undertaken to 
prepare a draft Public Service Act to regulate the rights and duties of public 
servants, and issues such as public service career structures, entrance requirements 
and remuneration. The importance of this policy statement should not be 
underestimated. It demonstrates that, at last, administrative reform has been put 
firmly on the political agenda, and that its significance for democratic govern- 
ment and successful economic transformation has been acknowledged. The 
government has committed itself to reforming, modernizing and democratizing 
public administration as soon as possible, and it can, therefore, ill-afford to simply 
let the matter drop in future. 

One of the first tangible results of this new emphasis on administrative reform 
has been the setting up of an Office for Legislation and Public Administration 
of the Czech Republic, headed by the Vice-Prime Minister, which began its 
operations in November 1992. As regards public administration, the office is, 
in particular, responsible for preparing a coherent project for administrative 
reform; for assessing reform proposals submitted by individual ministries; and 
for reporting to the government on the progress of reform, especially as far as 
the implementation of the individual measures approved by the government is 
concerned. In other words, the new office is intended to act as the central unit 
for the development of a coherent administrative reform strategy and for 
monitoring its implementation. The office is also charged with co-ordinating 
foreign administrative assistance, something which has thus far been lacking. 
The institutional combination of the responsjbility for legislation and admin- 
istrative reform represents a step in the right direction. The dismantling of the 
Czechoslovak Federation and the establishment of an independent Czech state 
obviously require far-reaching legal adjustments which directly affect the 
operations of public administration. Conversely, administrative reform often 
necessitates legal change. Thus, it makes sense to consider both issues in close 
connection. 

Perhaps one of the central difficulties faced by administrative reformers is that 
public administration inevitably embraces both administrative, technical expertise 
and explicitly political concerns. Public administration is necessarily a sub-system 
of the political system (Ridley 1979, p. 3), and not just related to it through 
inputs and outputs. In other words, public administration is dependent on the 
political system for its basic structures, and its own values are, of course, 
influenced by politics. In this respect, the effects of four decades of subordination 
of public administration under the imperatives of the Communist Party, which 
acted as ‘the leading political power in the state’, have been highly damaging. 
Not only has it led to widespread demoralization amongst administrative staff, 
but it has also given rise to almost universal popular distrust of public 
administration and its officials. Perhaps less obviously, but even more worry- 
ingly, four decades of Communist state power have resulted in a general and 
deep-rooted discrediting of key concepts, institutions and instruments in admin- 
istrative development. For example, the credibility of planning, competition, 
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performance assessment and evaluation and even the concept of the law itself 
have partly been undermined in this process. Of course, such concepts were not 
unknown to Czechoslovak public administration, but they were often applied 
in such a way as to make them merely formalistic rituals. As a result, the real 
essence of such concepts has almost been forgotten, and it is now exceedingly 
difficult to find acceptance for many of the central prerequisites of a well- 
functioning public administration. 


IV OPTIONS FOR CHANGE 


Against this background, a reform strategy for Czech public administration 
certainly needs to encompass central and territorial state administration; local 
government; the territorial organization of public administration; and, crucially, 
the re-building of an efficient and effective public service. Evidently, these 
problems are closely connected, and any broadly conceived strategy for 
administrative reform will, therefore, have to tackle a number of issues at the 
same time. They include: 


— the general features of the administrative system, including the extent of its 
political independence, its technical expertise, and its effectiveness and 
efficiency; 

— the modernization of central state administration, including deregulation and 
decentralization; 

— the territorial organization of state governance, including, in particular, the 
relations between general-purpose institutions and specialized deconcentrated 
units; 

— local government organization; 

— the relations between local government and territorial state organizations; 

— the character of the public service and its legal regulation; 

— personnel policy, especially as regards issues such as expertise, loyalty, and 
staff morale, and professional development, training and education; and 

— external controls over public administration. 


Whilst it is necessary to consider these issues in close connection, in practical 
terms any reform programme will obviously have to determine priorities and 
decide on the sequencing of reform steps. But some issues need to be addressed 
immediately and simultaneously. First and foremost, it is necessary to reach a 
binding consensus on the general character of public administration, its principal 
tasks, structures and procedures. On such a foundation, it is then possible to 
work out individual reform initiatives. In some cases, such as local government 
reform, the Czech government is already committed to introducing reform 
legislation by a certain date, and undertakings of this kind obviously need to 
be taken into account in deciding on the sequencing of reform matters. It would 
be a fatal mistake, however, to wait until both a general reform framework and 
the details of all individual measures have been worked out before starting to 
implement priority initiatives. Such an approach would squander the reform 
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opportunities which are currently available, and, ultimately, discredit the reform 
programme as such. 

As argued above, what is most urgently needed is a clear idea of what kind 
of public administration and public service the Czech Republic should have. In 
my own opinion, the guiding principle should be a politically neutral public 
administration and a strong and independent public service. It is, of course, well 
known that even in developed countries with a long tradition of democratic 
public administration, the clear-cut demarcation between policy formation and 
execution is impossible, and the distinction between political and administrative 
roles highly blurred (Chapman 1988). Nonetheless, the idea of a politically 
neutral, modern and efficient bureaucracy should not be given up as a guiding 
principle. Only if the professional expertise and skills of administrative personnel 
can be improved, if the remnants of the notorious politization under Communist 
tule are to be removed, and if the political independence of public administration 
can be firmly established, is it realistic to expect a slow and gradual improvement 
of the popular prestige of public administration. 

In this connection, new public service legislation and a new personnel 
management system are of central importance. Like other socialist countries in 
Central and Eastern Europe, Czechoslovakia did not have a developed legal 
framework for the public service; instead, employment relations were primarily 
determined by the General Labour Code which applied to all sectors, with only 
a few special regulations for certain groups of employees in public administration. 
A special Public Service Act is now under preparation in the Czech Republic. 
It is doubtful whether it makes sense to try to prepare a comprehensive and 
highly detailed public service law at this stage. For the moment, it might be a 
more realistic option to adopt a framework provision which stipulates certain 
fundamental principles of public administration and the public service which can 
subsequently be extended and detailed, either through amendments to the 
framework act itself, or through secondary laws based on the fundamental 
principles and guarantees laid down in the Public Service Act. 

However, there can be little doubt that in itself the Public Service Act, albeit 
crucial for the reform of public administration as a whole, can only be of limited 
effect. What is needed is an entirely new system of public personnel management, 
which provides incentives for organizational and cultural change in public 
administration. At the heart of such a system needs to be a new approach to 
personnel recruitment. This includes, for example, the need to make sure that 
the public service becomes more attractive to university graduates and other 
qualified staff. In close connection with this, the whole issue of personnel training, 
education and development needs to be looked at in detail. In reforming 
personnel management, foreign experience can be of great help. However, it 
must also be realized that as far as personnel management is concerned, foreign 
practices cannot necessarily be applied in the Czech situation. For example, in 
the highly developed Western administrative systems, there is currently much 
emphasis on increased flexibility in the public service. Within Czech public 
administration, however, the situation is at present characterized by so much 
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fluidity that the overriding aim needs to be to promote stability and consolida- 
tion rather than increase flexibility. Similarly, there are severe restrictions on the 
potential for introducing private-sector type personnel management techniques 
into Czech public administration. In this respect, it should be remembered ‘that 
procedures and methods of government are different from business administra- 
tion; businessmen cannot be expected to know how to run a government 
department any more than a civil servant can be expected to manage an industrial 
concern without a lot of training and experience’ (Wass 1984). 

Another key issue in administrative reform has to be local government 
organization. As was pointed out above, the government is already committed 
to adopting new legislation in this area by 1994. If this time-table is to be 
observed, then work in this area has to get under way as soon as possible. Vital 
concerns in this context include the relation between local (or self-governmental) 
and delegated tasks; the desirable extent of decentralization; and, importantly, 
the question whether there should be more than one level of local government. 
Perhaps the most crucial issue, however, is the territorial reform of local 
government. Since 1990, the number of Czech municipalities has risen sharply, 
as many larger localities have split up into individual authorities. This has led 
to a situation where there are around 5,800 municipalities with a total population 
of 10.3 million, and, unless action is taken, this trend towards the increasing 
fragmentation of the local government level is expected to continue. Of course, 
this development has to be considered against the background of the excessive 
centralism of the Communist state. Nevertheless, there can be no doubt that it 
hinders the sound territorial organization of public administration. 

The territorial aspect of local government reform needs to be considered 
in close connection with the territorial organization of state administration. 
The essential problem here is the proliferation of deconcentrated units of 
state administration, whose number has risen sharply since 1990. Certainly, 
some of the new deconcentrated administrations have a sound rationale, 
at least during a transitional period which requires special administrative 
capacities for such tasks as property restitution or privatization. In the longer 
term, however, a substantial reduction of the number of central field offices is 
essential. 

The latter point is intimately connected with one of the politically most 
controversial issues at present, namely the creation of a second local or regional 
government tier. The government's draft for a new Czech Constitution provides 
for higher local government units, but leaves undecided whether they should 
take the form of the historical lands or resemble modern regions. Both 
alternatives have to be evaluated very carefully, before any decision is made, 
and there are, obviously, close links between the territorial organization of state 
administration and the creation of a higher tier of local government. 

As far as central state administration is concerned, the dissolution of the 
Czechoslovak state and the concomitant transfer of federal powers to the 
republican central administrations highlight the need for more efficient and 
effective governmental structures at the republican level. It is, therefore, imperative 
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to take a close look at the central administrative organization. In particular, this 
needs to focus on: 


— the interdepartmental allocation of competences; 

— the division of labour between ministries and other central offices: 

— inter-administrative co-operation and co-ordination at the central Jevel in all 
stages of the policy-making process; and 

— the position of the Office of the Government and of the newly created Office 
for Legislation and Public Administration in a new executive structure. 


Finally, the Czech reform strategy must pay sufficient attention to improving 
the external controls over public administration. They need to be completed, 
and, at the same time, to be simplified, made more transparent and effective. 
Judicial control has to be extended, and there is a strong case for the creation 
of an institution along the lines of the Scandinavian ombudsman model. Control 
of legality needs to be complemented by more effective controls of efficiency 
and economy. This involves a thorough review of the structures and techniques 
for public auditing. 
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THE TRANSFORMATION OF HUNGARIAN 
PUBLIC ADMINISTRATION 


ISTVAN BALAZS 





I THE HISTORICAL BACKGROUND 


In 1990, the Hungarian political system underwent fundamental change. As a 
consequence, the socialist state organization, which had supported the former 
power structure and implemented its political will, needed to be replaced by an 
administrative framework that would be compatible with the principles of a 
pluralistic parliamentary democracy. Reflecting the evolutionary nature of change 
in the political system, the new shape of state institutions has only emerged 
gradually. This process, which is characterized by the dissolution of many 
established structures and the building up of new institutions, is still underway, 
but significant results have already been achieved. 

In the case of central governmental institutions, perhaps the most important 
task has been to establish a clear division between the political leadership and 
the professional executive level. Of course, the new political leadership, when 
it got into power, could not really work without the experienced members of 
the former state administration. Whilst in Hungary there has been no systematic 
removal of high-ranking officials serving under the Communist regime, it has 
been necessary to identify those areas in the executive where the interconnec- 
tions between the former single party state and public administration had been 
strongest. This included, for example, the internal security services or the cadres 
departments in central institutions. In such instances, it has been necessary to 
partly replace the administrative leadership, while preventing politically non- 
compromised staff from leaving the public service. A mass exodus of administra- 
tive key personnel could have destabilized the operation of public administration 
as such, and, perhaps, even have undermined the change in the political system. 

As regards territorial governance, the typical socialist form of regional and 
local public administration was the Soviet-type council system; it was meant to 
implement in the sphere of public administration the principles of a party 
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TABLE1 Key legal regulations on Hungarian public administration 
adopted since 1989 





Act XX1 of 1989 on the Modification of the Constitution 

Act xoa of 1989 on the Constitutional Court 

Act wom of 1989 on the Operation and economic management of political parties 

Act 00V of 1989 on the Election of Members of Parliament 

Act xxv of 1989 on the Election of the President of the Republic of Hungary 

Act xvi of 1990 on the Representation in Parliament of national and ethnic minorities 
living in the Republic of Hungary 

Act xom of 1990 on the Temporary regulation of the legal status of state secretaries 

Act uv of 1990 on the Election of the representatives of local self-governments and 
mayors 

Act Lv of 1990 on the Legal status of the Members of Parliament 

Act Lxv of 1990 on Local self-governments 

Act ixvi of 1990 on Certain questions related to performing the task of mayors 

Act xc of 1990 on the Legal status, office and certain tasks of the Commissioners of 
Republic 

Act c of 1990 on Local taxes 

Act xvi of 1990 on Concession 

Act xvi of 1991 on the Lifting of the competence of the government for,controlling the 
lawfulness of the operation of some social organizations 

Act xx of 1991 on the Tasks and range of competence of local governments and their 
organs, Commissioners of Republic and some organs under central control 

Act xv of 1991 on the Local governments of the capital city and its districts 

Act xxvi of 1991 on the Extension of the supervision by court on decisions taken by 
public administration 

Act xxm of 1992 on the Legal status of civil servants 

Act xxm of 1992 on the Legal status of public employees 

Government decree 77/1992 (v. 30) on Certain tasks of the Commissioners of the 
Republic 

Government decree 1026/1992 (v. 12) on the Modemization of public administration 





structure based on ‘democratic centralism’. The council system was characterized 
by the existence of a centrally controlled political élite, which, however, lacked 
real powers to take decisions. Thus, councils largely represented the illusion of 
democracy. Under the socialist system, the Communist Party controlled society 
through the council staff of counties and municipalities. As a result, the 
replacement of the council-based public administrative system with a sphere of 
independent local self-government was a key concern in administrative reform. 
It was partly for this reason that, after the ousting of the Communists, the 
reform of local government preceded attempts at modernizing other elements 
in public administration. At the same time, there can be no doubt that local 
government reform responded to a genuine demand in society. Against this 
background, it is not surprising that Hungary was the first among the Central 
and Eastern European countries to pass a new law on local government. 
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It was also the first to organize local elections, which took place only four months 
after the change in the central political leadership. 

The establishment of a new system of local government has also had some 
distorting effects. As opposing political camps hold power at the national and 
local levels, local government issues were excessively party politicized already 
at a time when the new Act on Local Government was still in its preparatory 
stages in Parliament. At that time, local government was regarded as an absolute 
value; in fact, many saw it as the only democratic and effective form of public 
administration. In professional, political and even economic terms, local admin- 
istration was regarded as the antithesis of state administration, which was 
equated with centralization, preventing the operation of democratic public 

administration. Such a perspective undermined the idea of a uniform public 
administration, and it also meant that it was very difficult to adequately prepare 
and complete the complex legislative work necessary for the effective operation 
of the new administrative system. 


II THE PRESENT SYSTEM OF HUNGARIAN PUBLIC 
ADMINISTRATION 


1 The constitutional position of central government and 
deconcentrated public administrative organs 

In its present constitutional form, the Republic of Hungary is a parliamentary 
democracy based on the effective separation between the principal branches of 
state power. The current state structure is a result of the political compromises 
reached in 1989 between the then ruling Communist Party and the opposition 
forces. The main objective of that compromise was to prevent any part of the 
state gaining effective domination over the others. However, this carefully struck 
balance between the various branches of power has raised a number of practical 
problems. The source of the most pronounced difficulties have been the 
over-extended legislative competences of the Hungarian Parliament. In contrast 
to the former socialist state, in which Parliament played only a formal role and 
much legislative power resided in the government and the Presidency, Parliament 
under the new system has absolute legislative powers. Of course, changes in 
the social, political and economic system require an unusual amount of legislative 
work; but the current dominance of Parliament is due to the undifferentiated 
legislative powers which have been granted under the amended constitution. 
As a result, the National Assembly is faced with a situation in which it has to 
pass approximately one hundred new acts annually; this leaves, on average, 
only six hours to discuss an act, including presentations by committees and 
ministers. Such haste in legislation no longer really serves the interests of the 
constitutional state, but devalues its effectiveness by reducing the standard of 
legislation. 

Another major problem is that certain institutions, such as the Presidency or 
the Constitutional Court, do either not have a precisely specified authority or 
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their authority extends too far, leading to functional difficulties. As a result of 
the sweeping scope of Parliament's legislative powers, on the one hand, and the 
inadequate definition of the authority of some central state institutions, on the 
other, the autonomous competences of central public administration, and 
especially of the government, are too narrow. Compared to most advanced 
democratic-pluralistie states, the political and legal powers and related re- 
sponsibilities of the Hungarian government and the Prime Minister appear 
insufficient. Moreover, the Hungarian government lacks the parliamentary 
mechanisms through which it could give decisive character to its policy and 
attempt to execute it despite obstructionist parliamentary policies. Historically, 
it is, of course, understandable why a constitutional solution has been chosen 


that obliges the government to use methods and instruments which differ from š 


those typically utilized ın liberal democracies. However, the experience since 
1990 amply demonstrates the dysfunctional character of some of the current 
institutional practices. 

At present, the Hungarian government, as the supreme controlling organ of 
public administration, is significantly smaller and more transparent than it was 
at any time during the socialist era. The government comprises thirteen ministries 
which are served by the Prime Minister's Office; in addition, key issues in the 
transformation process, such as privatization, relations with international organi- 
zations or the rights of national and ethnic minorities, are looked after by 


TABLE 2 Personnel in Hungarian public administration 1991/92 








Ministries 1991 
Ministry of Interior 596 
Mmistry of Agriculture 445 
Ministry of Defence 150 
Ministry of Justice 291 
Ministry of Industry and Trade 801 
Ministry of Environmental Protection and Development 732 
Ministry of Transport, Telecommunications and Water Management 1321 
Ministry of Foreign Affairs 1,325 
Ministry of Labour 337 
Ministry of Culture and Public Education 608 
Ministry of International Economic Relations 395 
Ministry of Public Health and Social Policy 365 
Ministry of Finance 674 
Other authorities with national competence 3,217 
Personnel in central administration (total): 11,257 (1991) 
State offices on sub-national level (staff): 44,570 (1992) 
Local government staff. 38,750 (1992) 
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ministers without portfolio, who are cabinet members. The number of staff in 
central government has increased, but there have been important shifts in the 
departmental composition of the staff total. 

As regards the system of deconcentrated organs of state administration in 
Hungary, a number of points are especially worth noting. First, mention should 
be made of the Commissioners of the Republic, who represent a genuinely 
new institution in Hungarian territorial governance. The Commissioners, who 
are central government appointees, operate in administrative regions which 
encompass several counties. At present, there is one Commissioner for Budapest 
and seven serve the countryside. Their main task is to control the legality of 
local government actions and decisions; this control, however, is purely of an 

efx post nature and is strictly limited to the control of legality. The Commissioners 
do not possess the right to simply repeal or change local government decisions 
nor can they suspend their validity. Should a local government refuse to act on 
the Commissioner’s comments, the only course of action open to the Commis- 
sioner is to turn to the courts. As regards the execution of delegated state tasks 
by local government, it is the individual state ministries rather than the 
Commissioners that issue regulations on the professional rules for performing 
state administrative tasks and control their implementation. 

Unlike the former council system, the new Act on Local Government distin- 
guishes between state administration, on the one hand, and local administration, 
on the other. The administration of counties and municipalities (villages, towns, 
Budapest and its districts) is no longer part of state administration. Consequently, 
central departments have in recent years made increasing use of deconcentrated 
organs of state administration (field agencies), which are operated at the regional 
and county level by individual ministries. The growth in the number of these 
institutions is directly linked to the dissolution of the earlier council system, and 
in particular the weakening of the county administrations. Essentially, sectoral 
organs are being established to administer special tasks that cannot be performed 
effectively by county and municipal governments. In principle, state tasks can 
be delegated to municipal government, but not to counties. The chief municipal 
officer, the so-called notary, is both the preparatory and executive organ of local 
government and exercises state administrative competences. In the latter capa- 
city, the notary acts independently from local government. But this solution has 
some important disadvantages. The notary is an employee of the local govern- 
ment’s representative body, and there is thus a possibility for the locality to 
influence the notary in performing tasks related to state administration. For this 
reason, in certain areas such as public health, tax administration or consumer 
protection, state competences have been allocated to deconcentrated organs of 
state administration, which are independent of local government. However, in 
some cases it seems difficult to justify the establishment of new deconcentrated 
organs, especially when one considers the financial burdens on the state budget 
associated with the proliferation of deconcentrated agencies and the problems 
involved in their supervision and co-ordination. The government realized the 
gravity of the problem, when it recently instructed the Commissioners of the 
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? 
TABLE 3 The central organs of state administration 
(since January 1992) 





1. MINISTRIES 


Ministry of Interior 

Ministry of Agriculture 

Ministry of Defence 

Ministry of Justice 

Ministry of Industry and Trade 

Ministry of Environmental Protection and Development 
Ministry of Transport, Telecommunications and Water Management 
Ministry of Foreign Affairs 

Ministry of Culture and Public Education 

Ministry of International Economic Relations 

Ministry of Public Welfare, Public Health and Social Policy 
Ministry of Finance 

Ministry of Labour 


2. ORGANS OF NATIONAL COMPETENCE 


Office of Taxes and Financial Control 

State Banking Supervision 

State Insurance Supervision 

State Securities Supervision 

National Public Health and Medical Service 

National Office of Census 

State Property Agency 

National Headquarters of Penal Authorities 
Supervision of Consumer Protection 

Institute of Frequency Management 

Office of Economic Competition 

National Headquarters of Border-Guards 

Information Office 

Environmental Chief Supervision 

Transportation Chief Supervision 

Central Institute of Geology 

Central Statistical Office 

Aviation Directorate 

Hunganan Office of Standards 

Hungarian News Agency 

Central Office of the Hungarian Academy of Sciences 
Office of National Security 

Office of National and Ethnic Minorities 

National Office of Nuclear Energy 

National Chief of Supervision of Mining Technique 
National Office of Construction 

National Office of Settlement of Claims and Compensations 
National Meteorological Office 

National Chief Supervision of Work Safety and Labour 
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TABLE 3 Continued 





National Labour Office 

National Office of Historic Monuments 
National Technical Development Committee 
National Chief Police Headquarters 

National Office of Patents 

National Chief Directorate of Social Security 
National Office of Physical Training and Sports 
National Chief Directorate of Water Management 
Supervision of Post and Telecommunications 
National Headquarters of Fire Brigades 
Customs and Revenue Office 





Republic to co-ordinate the operations of the deconcentrated organs. However, 
this decision did not meet with universal approval; local government felt that 
this increase in the authority of the Commissioners could be a further step 
towards the establishment of regional governments, which would act as new 
power centres above them. Likewise, government ministries are reluctant to 
allow any interference in the operation of their deconcentrated field administra- 
tions. 


2 The new system of local government 

With the Act on Local Government of 1990, a new local government system 
was introduced in Hungary, which represented a radical departure from the 
former system of local councils. The Act follows the principles of the Charter 
on Local Government of the Council of Europe, and it provides the legal 
foundations for a local government system resembling those typically found in 
Western European democracies. At the same time, the Act represents, to a certain 
extent, a return to the experience of local government in Hungary prior to 
World War Il. The basic principles of the new system include: 


— County and municipal governments form part of an integrated system of 
public administration; however, they arrange for public matters with an 
autonomy guaranteed by law and protected by the courts. 

— As a general rule, local matters are arranged by the elected organs of local 
government, i.e. the council and its committees, and, in the case of municipali- 
ties, the mayor; they are assisted by the county and municipal administration. 
In exceptional cases, local public matters can be arranged directly by, 
assemblies of local citizens, who in those cases possess the rights of a local 
government. 

— Municipal governments perform both genuinely local tasks, such as the 
organization and provision of local services, and delegated state tasks. 
Counties do not carry out delegated tasks. 


© Basi Blackwell Ltd. 1993. 


82 ISTVÁN BALÁZS 


TABLE 4 Deconcentrated organs of state administration 





(a) Eight Commissioners of the Republic 
Budapest, capital city 
Bács-Kiskun, Békés, Csongrád counties 
Baranya, Somogy, Tolna counties 
Borsod-Abaúj-Zemplén, Heves counties 
Fejér, Veszprém, Zala counties 
Györ-Moson-Sopron, Komárom-Esztergom, Vas counties 
Hajdú-Bihar, Szabolcs-Szatmár-Bereg counties 
Jász-Nagykun-Szolnok, Pest, Nógrád counties 
State admunistrative organs operating on the regional level 
Post and telecommunuications supervisions 
Water management directorates 
Regional organs of ABxsz 
Environmental supervision 
Directorates for the protection of nature 
Directorates of national parks 
Supervision of forests 
Regional organs of forest management service controlled by the Ministry of 
Agriculture 
Regional agricultural grading centres 
Regional geological service 
District supervision of mining technique 
Receiving stations of the Office of Emigrants 
Offices of Training 
(c) State administrative organs operating on the county (Budapest) level 
Transport supervision 
Public road supervisions 
Agricultural oes 
Land offices 
Animal health and food control stations 
Plant hygiene and soil protection stations 
Tax directorates 
County institutions of ANTsz 
Sports directorates 
Labour centres 
Work safety and labour supervisions 
Consumer protection supervisions 
Statistical directorates 
TAKISZ county offices 
Offices of settlement of claims and compensation 
Assets transfer committees 
Police headquarters 
County fire brigades 
Customs and revenue guards 
(d) State administrative organs operating on the town settlement level 
Regional land offices 
Town institutions of ANTSz 


Representations of labour centres 
Town police headquarters 


(b 


<~ 


aer 
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— The Act requires the municipalities to carry out certain mandatory tasks. For 
these, the necessary financial resources have to be made available by the 
state. The Act lays down a general and standard state subsidy and permits 
municipality governments to raise their own taxes. Also, they have the right 
to own property, are permitted to dispose freely of it and may become 
involved in commercial business activities. 

— Municipalities are free to undertake tasks that are not explicitly reserved to 
other organs and which do not endanger the satisfactory performance of 
their mandatory tasks. 

— Municipalities are also free to establish and operate their own organizations 
and they are only subject to legal controls. Only independent courts have the 
power to decide on the legality of local administrative action. 

— Local governments have the right to issue mandatory regulations for the 
area they administer and exercise public power to ensure the implementation 
of legal regulations of a higher order. 

— The Act emphasizes the equality of all local governments, i.e. counties and 
municipalities (villages and towns). This does not mean that all local 
governments enjoy the same rights and have the same obligations, although 
they all possess the same basic rights. Importantly, however, no local 
government can control or supervise any other local government. 

— The Act does not recognize an independent, national policy-making role of 
local government; in contrast to the former system, local governments only 
have the right to local initiatives. Nor does the Act recognize any special 
regional local government rights. As a result, all types of local government 
are regarded as indeed local government. 


The new regulations on local government distinguish between villages; 
towns; the capital city and the districts of Budapest; and county governments. 
Town government, village authorities and the government of Budapest and 
its districts each differ in their tasks and competences, and, of course, the 
counties’ powers and responsibilities differ significantly from the municipali- 
ties. The basic element of the new system of local government are the 
municipalities. As a rule, villages with less than 1,000 inhabitants form common 
administrative offices under a rural district notary, though this does not affect 
their independence as local governments. As regards the distinction between 
villages and towns, this is not principally a matter of the size of the locality. 
Rather, the local government concerned must be able to support the claim for 
town status on the basis of the locality’s development status and its regional 
importance. On this basis, the Minister of the Interior can recommend that town 
status be granted by the President of the Republic. Certain towns can be given 
county rights; such towns must play an especially important role in their regions 
and must have more than 50,000 inhabitants. In addition to the tasks and 
competences of local governments, towns with county rights also perform the 
tasks of county governments. As regards Budapest and its districts, they are 
local governments of special status, and their tasks and competences are defined 
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TABLE5 Number of settlements and local governments in the Republic 
of Hungary (1 January 1992) i 
SS 
Capital, counties Number of settlements Number of local governments 





Villages Towns Total In In In districts of Capital, Total 
villages towns capital, in county 


towns with 
county rights 

—_— l 
Budapest I I 22 I 23 
Bács-Kiskun 105 11 116 105 10 1 1 117 
Baranya 296 5 301 296 4 I I 302 
Békés 62 12 74 62 Il 1 1 78 
Borsod-Abatij-Zemplén 333 I5 348 333. 14 1 I 349 
Csongrad 52 7 59 52 5 2 1 60 
Fejér 98 7 105 98 5 2 1 106 
Gy6r-Moson-Sopron 167 5 172 167 3 2 I 173 
Hajdú-Bihar 66 14 80 66 13 1 1 81 
Heves 111 7 118 I11 6 I I 119 
Jasz-Nagykun-Szolnok 62 13 75 62 12 1 I 76 
Komárom-Esztergom 64 8 72 64 Z I I 73 
Nógrád 119 6 125 119 6 = I 126 
Pest 167 15 182 167 15 == I 183 
Somogy 229 10 239 229 9 1 I 240 
Szabolcs-Szatmár- 216 I2 228 216 I1 I 1 229 
Bereg 

Tolna 101 7 108 101 7 = 1 109 
Vas 206 7 213 206 6 I I 214 
Veszprém 211 9 220 211 8 1 1 221 
Zala 250 6 256 250 4 2 I 257 
i a a 
TOTAL.: 2915 177 3092 2915 156 42 20 3133 
ee Ee 


by a separate act. Lastly, county governments are performing certain local 
government tasks, which municipal governments cannot be expected to carry 
out themselves. These tasks include the provision of certain county-wide 
services. However, it must be noted that county tasks can be taken over by 
the municipalities if the latter can show themselves able to perform them. Like 
municipalities, counties enjoy basic rights granted by the constitution and the 
local government acts. On the whole, though, the role of the counties is merely 
a residual one. ; 

Turning to the organs of local government, the supreme institutions are 
the representative body in the case of villages and towns and the general 
assembly in the case of county governments. Whilst the members of the 
town and village representative bodies are elected directly, the general assem- 
blies of the counties are composed of representatives of the municipali- 
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ties in the county. In the case of municipalities with fewer than 10,000 
inhabitants, the mayor is elected directly; in larger villages and towns, the 
mayor is elected by the representative body, though not necessarily from 
amongst its members. The mayor's chief task is to control the local authority 
staff and to ensure the conditions for the effective operation of the authority. 
In exceptional cases, the mayor can also perform certain state administrative 
tasks (especially in civil defence and emergency management). The municipal 
notary is in charge of state administrative tasks, whose range differ between 
villages and towns. As far as the exercise of state administrative tasks is 
concerned, the notary acts independently from the representative body of 
the locality and the mayor. In the case of counties, the general assembly 
e €lects the county chairman and the county deputy chairman. The county 
chief notary is responsible for the lawful operation of the county administra- 
tion. Neither the county chairman nor the county chief notary can perform 
tasks of state administration, even in exceptional cases, unlike, of course, the 
mayor and the local notary. Thus, at the county level, state tasks can only 
be administered by the deconcentrated organs of state administration. 
Without doubt, the 1990 local government reform established one of the 
most liberal systems of local government in Europe. The reforms need to be 
considered against the background of decades of a highly centralized and 
anti-democratic social and political culture. Whilst the reforms represent a 
most definite break with the socialist council system and created an in- 
dependent sphere of local government, some of their negative implications 
cannot be ignored. For instance, in administrative terms, it is important to 
note that as a result of local government reform, the number of municipalities 
nearly doubled from 1,584, under the former system, to 3,092. There are 
now a large number of very small villages, which often find it difficult to 
fulfil their mandatory tasks and to make effective use of their scope of 
discretion. In economic terms, the current system of standard and global state 
subsidies to local government does not seem economically rational in a 
situation of general resource scarcity. At present, over 55 per cent of total 
local expenditure is covered by state transfers; amongst the member states 
of the European Community, higher proportions are only found in the Nether- 
lands (84 per cent) and Italy (63 per cent). The share of GDP allocated to local 
government in Hungary reached 15.1 per cent in 1991, whilst in the Netherlands, 
for example, it amounted to merely 1.1 per cent and in Italy to 1.8 per cent. 
Only in Denmark did the local budget reach a similar percentage of GDP (13.9 
per cent). These figures, which underline the important position of local 
government in the national economy, are also supported by the fact that local 
governments appear to have received a disproportionately large share of former 
state assets. This has provided them with an entrepreneurial position that goes 
considerably beyond that normally associated with local activities in market- 
oriented economies. Of course, the generally favourable financial and economic 
conditions of local governments do not apply to all of them, but primarily to 
the counties and large towns and villages. Under the present system, however, 
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TABLE6 Some key data on the economic position of local governments 
(in bn: Hungarian Forint) 
eee 
1990 1991 1992 
actual expected estimate 
en L OE 


GDP source (at constant prices) ~. 1400 1294 1317 
as percentage of previous year 95.7 92.4 101.8 
GDP expenditure (at constant prices) 1352 1259 1264 
as percentage of previous year 94.7 93.2 100.4 
GDP source (at current prices) of growth of cpp 2079 2490 3030 
Source in percentage (previous year: 100%) 120.1 119.8 121.7 
GDP domestic expenditure (at current prices) ~~ 1999 2471 2964 
Growth of GDP domestic expenditure 119.5 123.6 119.9 
General government expenditure as percentage of GDP 1644 1871 
(at current prices) 66.0 61.3 
Central budget expenditure as percentage of GDP 642 850 938 
(at current prices) 30.9 34.1 31.0 
Local governments’ budget 310 382 447 
Local governments’ budget growth 124.9 122.9 117.1 
Local governments’ budget as percentage of GDP source 14.9 15.1 14.7 
Local governments’ budget as percentage of GDP 15.5 15.4 15.1 
Domestic Expenditure 

Local governments’ budget as percentage of general 23.3 23.3 23.9 
govemment expenditure 

State grant, shared personal income tax and vehicle 241 282 
tax total 

Growth of these three resources 117.0 
Proportion of these three resources as percentage of 28.3 30.0 


central budget expenditure 
a U 


the central state does not have the necessary instruments to selectively support 
the small villages, most of which are economically not viable. 


D THE FUTURE OF HUNGARIAN PUBLIC ADMINISTRATION 


Following a phase of reform, which emphasized, above all, the rights of local 
government, it is now necessary to focus on the complex vertical and horizontal 
ties needed to ensure an effective system of public administration. The Hungarian 
government has recently adopted a multi-year programme for the modernization 
of public administration. The basic objective of this programme is to examine 
the tasks, structures, procedures and personnel aspects of all branches and tiers 
of the administrative system, and, on this basis, to develop detailed proposals 
for improvement. In particular, the modernization programme addresses the 
following issues (for details see I. Verebélyi in this volume): 
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— the definition of the role of the modern state and modern public administra- 
tion under the specific conditions of the Hungarian political, economic, social 
and cultural systems; 

— the administrative implications of the transition towards a market economy, 
and, in particular, the consequences of marketization for the intergovern- 
mental distribution of powers and competences; 

— the question to what extent a highly decentralized system of public admin- 
istration can be reconciled with the requirements for a uniform operation of 
the public sector; 

— interadministrative co-ordination and mechanisms for improved internal and 
external controls of administrative activity; 

~— the interministerial allocation of tasks and competences; 

— the intermediate level of public administration, and here, in particular, the 
role of the Commissioners of the Republic, the counties and the deconcen- 
trated organs of state administration; 

— opportunities for integrating, at least to a certain extent, the operations of 
municipal governments, with a view to maintaining the viability of small 
units; 

— the system of local government finance, especially the system of central 
transfers; 

— controls over the financial management of local government. In this respect, 
a system needs to be developed which takes account of the economic weight 
of the Hungarian localities; 

— finally, it is proposed to take a close look at the operations of local 
administration, especially as regards their organizational capacities for service 
provision to the general public. 


Beyond this, the modernization programme looks at the operation of the 
public sector as a whole, including both structural and procedural issues. 
This extends also to the question of public enterprises, the regulation of 
public works, the system of public contracts, without which structural reforms 
of public administration would not become fully effective. 

As regards personnel policy, the recent adoption of two acts on public 
servants and public employees, which replace the old uniform labour code, 
has provided a first legal foundation for the establishment of a career public 
service, based on professional merit and political neutrality. In this connection, 
great emphasis is placed on the training and retraining of public admin- 
istrators, and also elected officials. 

The underlying idea of the modernization programme is to achieve continuous 
improvements. In other words, administrative reform is a permanent task. In this 
connection, values and experiences of other European countries have been taken 
into account, but it is also important to recognize the significance of Hungarian 
administrative traditions. Moreover, the specific conditions in the country require 
in many respects solutions that differ significantly from those found in Western- 
European administrative systems. 
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ADMINISTRATIVE TRANSITION IN A POST- 
COMMUNIST SOCIETY: THE CASE OF 
HUNGARY 


„GÁBOR SZABO 


I INTRODUCTION 


Throughout Central and Eastern Europe, we have, over the past three years or 
so, seen fundamental economic and political-administrative changes. In economic 
terms, the principal development has been the move away from centrally planned 
economies towards market-oriented economic systems. In the political-admin- 
istrative sphere, the dominant trend has been the emergence of pluralistic and 
democratic polities; at the local level, this has been accompanied by the abolition 
of Soviet-type local councils and the constitution of a sphere of independent 
local government, enjoying a comparatively high degree of autonomy in the 
state structure. These changes in the economic and political-administrative 
spheres have been widely discussed under such labels as liberalization, deregula- 
tion and privatization as regards the national economy; democratization and 
institutional transformation to describe political reform at the national and local 
levels; and, finally, reorganization, de-étatisation, decentralization and deregula- 
tion as far as public administration is concerned. 

In discussing the transition experience in the post-Communist countries, the 
significant differences in the economies and political-administrative systems of 
the Socialist regimes in the former Soviet bloc have to be remembered. These 
differences partly explain the distinct national experiences in the transition phase. 
There is, therefore, only limited scope for generalizations about the nature of 
the transition processes in Central and Eastern Europe. In fact, it can be argued 
that, in a comparative analysis, attention should focus as much on differentia 
specificas as on those features and characteristics which the countries have in 
common (Elander and Gustafsson 1991; Hesse 1991; Péteri 1991). For example, 
in the political sphere, the hard-line regimes in the Soviet Union, Czechoslovakia, 
Romania or the German Democratic Republic were clearly very different from 
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those found in Poland or Hungary, as the latter showed more openness to 
economic reforms and a greater degree of political tolerance. These country 
characteristics do not just reflect different historical experiences during the last 
four or five decades, but are sometimes indicative of many centuries of 
distinct national history. To varying degrees, these specific historical traditions 
have also left their mark on the political and economic development in the recent 
transition period. For example, a comparison of the countries of the so-called 
Visegrad Triangle, ie. the former Czech and Slovak Federative Republic, 
Hungary and Poland, on the one hand, and the former Balkan states of Albania, 
Bulgaria and Romania, on the other, reveals very important differences in the 
dynamics of the transition process. Equally, economic, political and institutional 
change has taken a very different course in the European republics of the former, 
Soviet Union, on the one hand, and the central Asian states, on the other. In 
short, then, whilst the post-Communist countries share important historical 
experiences, which make for a certain commonality in the transition challenges 
they face, there are equally significant differences, which narrowly limit the scope 
for cross-country generalizations. 

But it is not just differences between post-Communist countries which need 
to be taken into account. Attention must also focus on diverse economic, 
political, social and cultural traditions within individual countries. In this respect, 
the Czech and Slovak Republics serve as the prime, and bearing in mind the 
separation of CSFR at the beginning of 1993 also the most realistic, example. 
Here, economic as well as cultural differences between, on the one hand, Bohemia 
and Moravia, which used to belong amongst the economically most advanced 
European countries, and, on the other hand, Slovakia, which formed an integral 
part of the Hungarian Kingdom and was economically far less developed, are 
of particular importance. But one might also mention, for example, the Ukraine, 
with the very pronounced economic disparities between its eastern parts, which 
belonged to the Russian Empire, and the western parts of the country, which 
formerly were part of the Austro-Hungarian Empire. 

The following discussion concentrates on the transition experience in Hungary 
since the late 1980s, and it seeks to highlight some of the special conditions 
under which this transition process has taken place. These special difficulties, it 
is argued, help to explain some of the process’s particular characteristics. 
Arguably the most important feature of the political, legal and economic 
transition has been its evolutionary character, which contrasts sharply with the 
experience in some other Central and Easter European countries (Balázs 
1991). The ‘quiet revolution’ in Hungary differed fundamentally from the ‘velvet 
revolution’ in the Czech and Slovak Federative Republic, or, even more 
evidently, the ‘bloody revolution’ in Romania. In Hungary, transition has meant 
step-by-step change, rather than the abrupt, revolutionary overthrow of the 
Communist regime. At least since the mid-1960s, the gradual introduction of 
market-type elements into the Socialist economic system and relative, though 
strictly limited political tolerance were slowly preparing the way for a peaceful 
evolutionary change from Socialism to capitalism. 
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I LEGAL TRANSITION AND THE ROLE OF PARLIAMENT 


It is appropriate to begin the analysis of the Hungarian transition process by 
looking first at the role of the Hungarian Parliament. Evidently, political change 
and the need for legal-constitutional adjustment put a considerable burden on 
the legislative body. Over the last few years, the Hungarian Parliament has been 
faced with the task of achieving a complete renewal of the legal framework. 
This has involved the adoption of a great number of new legislative acts, and 
countless amendments to existing acts in order to provide a solid legal basis 
for a functioning pluralistic, democratic system and a market-oriented economy. 
Since the beginning of 1990, 100 new acts or significant amendments have, on 
average, been passed every year. Thus, in 1990, 104 new or substantially altered 

. laws were adopted; the equivalent figure for 1991 was 93, and during 1992, 86 
new or significantly altered laws were adopted. These figures compare with an 
average of just ten parliamentary acts per year during the 1970s and 1980s. 
The dramatic increase in Parliament's legislative activity has two main reasons. 
Firstly, political and economic transition has, of course, necessitated far-reaching 
legal adjustments. Secondly, the scope and function of the legislative body have 
changed fundamentally. During the Socialist era, Parliament played merely a 
subordinate role as, in fact, all important political decisions were taken outside 
the legislature, generally by central Communist Party organs. By contrast, the 
Parliament elected in 1990 has, by international standards, an exceptionally broad 
scope of functions, which enables it to fulfil its duties as the supreme representa- 
tive and legislative body. 

One of the most salient features of recent legislation has been the high number 
of amendments which are being adopted. This refers not only to amendments 
concerning legal acts inherited from the previous regime; but also to newly 
adopted laws that are subject to frequent amendments. There are a number of 
reasons for this. Clearly, the legislative agenda of Parliament is very crowded. 
At the same time, the preparation and implementation of new legal regulations 
place a great burden on government and public administration. As a result, the 
preparation of bills and acts is often insufficient, and the great speed with which 
new legislation is put on the statute book means that there is often not enough 
time to iron out problems in individual pieces of legislation. Thus, the need for 
amendments is built into new legislation. Moreover, the political struggle 
between the coalition government and the opposition parties means that 
compromises and concessions will often be reflected in legislative amendments. 
Sometimes, this leads to deliberately vague and unspecific regulations, which 
require further elaboration at a later stage. Finally, rulings by the Constitutional 
Court have repeatedly necessitated substantial modifications to existing legisla- 
tive acts in order to bring them into line with constitutional law. 


TI ECONOMIC TRANSITION 


In moving towards a market economy, Hungary has enjoyed definite advantages 
compared to other post-Communist countries. Some of the key legal institutions 
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TABLE 1 Major parliamentary acts on economic transformation 





Act v of 1988 on the Economic Companies (amended). 

Act xav of 1988 on the Foreign Investments in Hungary (amended twice). 

Act xa of 1989 on the Transformation of Economic Organizations and Companies 
(amended twice). 

Act xL of 1989 on the Value Added Tax (amended twice). 

Act 1 of 1990 on the Amendment of Civil Law Codex. 

Act v of 1990 on Private Entrepreneurship. 

Act vi of 1990 on the Floating and Circulation of Stocks and Bonds and on the Stock 
Exchange. 

Act vil of 1990 on the State Property Agency and on the Management and Utilization 
of State Properties (amended). 

Act xxu of 1990 on the Repeal and Amendment of Legal Acts (The Deregulation Act, ° 
amended). 

Act Loa of 1990 on the Amendment of State Enterprise Regulations. 

Act Loav of 1990 on the Privatization of State Enterprises in the Fields of Retail Trade and 
Catering Trade. 

Act Leow of 1990 on the Prohibition on Unfair Market Activity. 

Act Lxxxvi 1990 on the Determination of Prices (amended). 

Act Iv of 1991 on the Incentive of Employment and on the Support of the Unemployed 
(amended twice). 

Act xiv of 1991 on the Amendment of Civil Law Codex. 

Act xvi of 1991 on the Concessions. 

Act xxv of 1991: The First Compensation Act (amended). 

Act oa! of 1991 on the Arrangement of the Ownership of Ex-Church Real Estates. 
Act xxu of 1991 on the Transfer of Certain State Properties to the Ownership of Local 
Self-governments. 

Act xux of 1991 on the Procedure of Bankruptcy Cases. 

Act Lx of -1991 on the Hungarian National Bank. 

Act txm of 1991 on the Investment Funds. 

Act LXX of 1991 on the Banking Institutions and their Activities. 

Act Lxxxvi of 1991 on the Company Tax. 

Act xc of 1991 on the Personal Income Tax (amended). 

Act 1 of 1992 on the Co-operatives. 

Act xa! of 1992 on Labour Codex. 

Act xv of 1992: The Second Compensation Act. 

Act xou of 1992: The Third Compensation Act 

Act xuv of 1992 on the Employee Part-owner Project 





For key legal regulations, see p. 76. 


associated with a market-type economy already existed in Hungary before the 
political changes of 1989/1990. For instance, throughout the Communist period, 
there were laws regulating enterprises and limited companies; these acts were 
not systematically applied, but as institutions they remained familiar. Modern 
income tax and value added tax systems were already introduced in the second 
half of the 1980s. Or, to give another example, a new modernized company 


© Basil Blackwell Lid 1993 


POST-COMMUNIST HUNGARY 93 


code has already been in effect since 1988. Many other examples could be 
added, but the decisive point to note is that vital parts of the legal framework 
needed for a functioning market economy were in place before the Communists 
lost power. There can be little doubt that this fact has assisted the transition 
process, although this is not to deny that very substantial further economic 
reform legislation has been needed. Another factor facilitating economic transi- 
tion has been the gradual adjustment of prices to world market realities, which 
began already in the early 1980s. Consequently, post-Communist price liberal- 
ization has not had such a drastic effect as in some other Central and Eastern 
European countries. 

All this is not to ignore the contrast between a functioning market economy 

and Socialist planned economy interspersed with some market-type elements. 
` The transformation of the latter into an unequivocally market-oriented economy 
involves both extensive legal deregulation and re-regulation, and a definite 
decrease of the state powers and competences in the economy. Apart from price 
liberalization, this includes, for example, the freeing of foreign trade (both export 
and import were previously state monopolies) or the removal of legal obstacles 
to the free acquisition of property. The aim of this and other measures that 
were adopted over the last three years or so, is to achieve a fundamental 
liberalization of the economy. At the same time, particularly as far as legal 
regulation is concerned, one of the overriding concerns has been to ensure that 
the new legal framework is compatible with the future membership of Hungary 
in the European Community. 

But liberalization cannot just be equated with the withdrawal of the state 
from the economy. There are certain fields where increased state activity, or 
state activity of a new quality, is required, at least temporarily. This includes, 
in particular, the privatization of state property, on the one hand, and compensa- 
tion for losses and damages suffered by individuals during wartime and the 
Communist era, on the other. Both tasks require state-led management, and the 
establishment of a State Property Agency (to manage the privatization process) 
and a National Compensation Office (with county branches) testify to this fact. 
At the moment, it is planned that these state institutions will be wound up once 
their original tasks have been achieved, although it is already clear that they 
will be active for much longer than many had initially expected. 


IV DEMOCRATIC REFORM 


Turning from economic to political reform, it should first be noted that, in legal 
terms, the institutionalization of a modern, pluralistic and democratic political 
structure has been more or less completed. However, it has proved difficult to 
bring the spirit of these acts to life in the face of increasing popular alienation 
from the political process, the citizens’ growing passiveness in public life and a 
widespread withdrawal from procedures of civil participation. The drastic decline 
in electoral turnout has often been cited as a prime example of this tendency. 
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In 1990, during the first free elections at the national and local levels, turnout 
reached more than 60 per cent in the national elections and around 40 per cent 
in the local elections. In 1991 and 1992, by-elections were held in a majority 
of constituencies, with turnout falling to approximately 20 per cent. The most 
notorious case of voter disaffection occurred in the Kisbér constituency. Here, 
a by-election for a seat in the National Assembly resulted in no less than eight 
election rounds, none of which satisfied the minimum requirement for electoral 
participation of 25 per cent stipulated in the National Election Act; in some 
rounds the participation did not even reach 10 per cent. As a result, the 
constituency did not have a representative in Parliament for more than a year. 
As far as local by-elections are concerned, citizen participation shows very similar 
patterns; if anything, participation rates are even lower in local by-elections. 
Unlike the National Election Act, the current Local Election Act, however, does 
not set a minimum quota for electoral participation in a second round. 
Consequently, at the local level, very low turnout has not translated into 
problems in filling the seats in local councils, although it is sometimes difficult 
to find candidates willing to stand in a local by-election. 

Another manifestation of the citizens’ progressive alienation from the political 
process is found in the growing popular disenchantment with political parties, 
Parliament and local councils. Empirical data show that there is a seemingly ever 
increasing animus against party politicians and parliamentary and local rep- 
resentatives. One of the main explanations for this increasingly hostile attitude 
is the economic difficulties experienced by many Hungarians. Up until the 
mid-1980s, Hungary's citizens enjoyed relatively high living standards compared 
with the other Socialist countries of Central and Eastern Europe; but during the 
last stages of the Communist era their living standards began to decline. The 
economic miracle that many expected from the transition to a market economy 
has thus far not materialized, and signs of an upward trend in economic 
development are still rare. If anything, the living situation of many Hungarians 
appears to have continued to worsen. At some point, the inflation rate reached 
almost 35 per cent (it has now fallen to around 25 per cent), and the 
unemployment rate has risen steadily (recently 12 per cent). The widespread 
feeling of disappointment and uncertainty which has resulted from these 
economic difficulties has translated into popular disaffection with some of the 
new institutions of democratic government and its representatives, most notably 
the political parties. Even the freely elected Parliament was roughly challenged, 
since recently the Society of People Living under Minimum Incomes has 
initiated — through a referendum — the dissolution of Parliament and the holding 
of new general elections. 

This process of growing dissatisfaction and disenchantment developed 
in two stages. It affected, in the first place, the ruling conservative coalition, 
consisting of the Hungarian Democratic Forum, the Smallholders’ Party, and the 
Christian Democratic Popular Party. Increasingly, the people had to realize that 
the coalition government could not bring about, at least in the short term, the 
economic miracle many had hoped for; on the contrary, there was a growing 
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realization that things would have to get worse before they started to 
improve. In a second stage, popular discontent also began to affect the liberal 
opposition parties in Parliament, that is the Alliance of Free Democrats and the 
Alliance of Young Democrats, who had won the local government elections in 
most major towns and the capital. Increasingly, it became clear that the liberal 
parties at thé local level, yust like the ruling conservative parties at the national 
level, could not produce a swift economic recovery. As far as the other main 
parliamentary grouping, the Hungarian Socialist Party, is concerned, it is one of 
the successors of the former Communist Party and, hitherto, has had to take 
much of the blame for the errors of the Communist years; however, most 
recently some increase in popularity has been observed. 

The crucial question is what the consequences of such popular alienation and 
dissatisfaction are for the future course of democratic reform. In particular, is 
there any real danger of a backlash against democracy, which might result in a 
form of totalitarianism as an attempt to avoid chaos? (Hesse 1991). Undoubtedly, 
a look across the post-Communist states of Central and Eastern Europe gives 
cause for concern. However, at least as far as the Hungarian case is concerned, 
there are also many signs to justify moderate optimism about the country’s 
future, and their number is growing. For example, Hungary is not affected by 
shortages, and the shops sell a great variety of consumer goods, for which there 
is strong demand. The emergence of a vigorous middle class is anticipated. 
Investment by foreign and domestic investors is on the increase, and it should 
be noted that more than half of all foreign investment in the region goes to 
Hungary. Unlike other post-Communist societies, Hungary does not face internal 
ethnic minority problems, and there are no potentially disruptive separatist 
movements. 

In short, there is a real prospect for a prolonged, but calm transition towards 
the ultimate aim of integrating Hungary into a common European house. To 
achieve this objective, it is necessary to internalize and defend certain basic 
standards of political culture generally accepted throughout the democratic 
world. In order to exploit the opportunities which democracy affords, it is, for 
example, necessary to develop commonly recognized standards of how to deal 
with the means of direct, representative and participatory democracy; and it is 
essential to develop acceptable practices in dealing with minority opinions and 
criticism from the opposition, the press, and other groups in society. In this 
respect, it is not enough to have the appropriate legal framework in place; what 
is needed is to transform the rules into proper practice and make them effective 
in everyday political life. 


V INSTITUTIONAL TRANSFORMATION 


Recent change in Hungarian public administration can be summarized under four 
main headings: reorganization, de-étatisation, decentralization and deregula- 
tion. These developments have affected both state administration, including 
territorial state administration, and local government, including the administra- 
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tion of municipalities (villages, towns and county towns) and counties. Re- 
organization has two dimensions: firstly, the reorganization of the system of 
public administration as a whole or as an individual tier or branch; and, secondly, 
the reorganization of an individual administrative institution. As figures 1 and 
2 illustrate, there have been very significant changes in the basic structure of 
public administration as a whole. The most important have included the creation 
of the institution of the Commissioners of the Republic and the constitution of 
an independent sphere of local self-government. In the Soviet-type local 
government system, all local councils, or rather their executive committees, 
formed an integral part of a strictly hierarchical state structure. The activities of 
the councils were subject to the supervision and control of higher level organs, 
that is higher level councils or the Council of Ministers. This system of 
subordination of local councils was very similar to the subordination of 
deconcentrated state organs under central control. At the same time, local 
councils were subject to directives of the Communist Party. 

With the introduction of a new local government system, this situation 
changed fundamentally. Local governments are no longer part of state admin- 
istration, and the subordination of municipal councils under county council 
control was abolished. There is no longer any hierarchy between municipalities 
and counties; their relationship is characterized by equality, and county govern- 
ment has no supervisory function in relation to municipal governments. Both 
county and municipal governments are subject to limited legal controls. In the 
first instance, these are exercised by the Commissioners of the Republic, who 
represent a genuinely new institution in the Hungarian administrative system. 
Their rights in this respect are limited to noting if a local government, in the 
Commissioner's opinion, acts in violation of the law. If the local government in 
question fails to act on the Commissioner's notice, the only way of action open 
to the Commissioner is to take the local authority to court. 

De-tatisation is, obviously, very closely connected to structural reorganiza- 
tion. With local government reform, the state withdrew from most local 
affairs, leaving their management to locally elected bodies. As a result, in some 
significant fields of public administration, the state no longer possesses an 
administrative capacity of its own, but is restricted to exercising legal control 
over local activities through the Commissioners of the Republic. 

Territorial decentralization, as the third major trend in Hungarian public 
administration, is not, of course, a new phenomenon in the country’s administra- 
tive history. Starting from the late 1960s, a growing number of tasks and 
functions were gradually decentralized, and this process of decentralization has 
been taken further during the transition period, through the strengthening of 
local government and the building up of decentralized state administrative 
capacities. As will be discussed below, such territorial decentralization has raised 
significant problems of horizontal differentiation, the appropriate division of 
tasks and co-ordination. 

Finally, legal deregulation has had a very immediate impact on public 
administration. The first substantial deregulation programme was enacted at the 
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FIGURE 1 The basic structure of public administration in the 1980s 
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FIGURE 2 The basic structure of public administration in 1992 
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beginning of 1990, and from that time all legal regulations, including parlia- 
mentary acts and governmental and ministerial decrees, have been subject to 
review procedures which seek to assess the necessity of a proposed legal 
regulation. The recently adopted government programme for the modernization 
of Hungarian public administration also stresses the importance of legal deregula- 
tion. According to this programme, arrangements are to be made for repealing 
superfluous regulations and for simplifying other acts and decrees. 


VI THE FUTURE OF HUNGARIAN PUBLIC ADMINISTRATION 


As in the economic and political spheres, the re-shaping of public administration 
involved the adoption of several pieces of important reform legislation see the 
overview in I. Balázs’ contribution to this volume. Amongst these, the Local 
Government Act of 1990 and the 1991 Act on the Scope and Functions of Local 
Government, the Commissioners of the Republic and Some Deconcentrated State 
Organs were of particular significance. Taken together, these Acts have already 
led to a considerable transformation in Hungarian public administration; there 
are, however, still many unresolved issues, which need to be tackled in the next 
stages of administrative modernization. As far as the central level of state 
administration is concerned, reorganization in this field has not, until now, been 
as comprehensive and fundamental as in the spheres of territorial state admin- 
istration and local government. In the main, reorganization measures have 
focused on two matters. First, the departmental structure was modified. The 
number of ministries was reduced, a process which was accompanied by the 
partial interdepartmental reallocation of tasks and functions. The second major 
reform concerned the top ministerial leadership. All ministries now follow the 
same organizational model, which divides the ministry's leadership into a political 
sphere, consisting of the minister and a political secretary, and the administrative 
sphere, which includes an administrative secretary and his deputies (see figure 
3). Turning to likely future developments at this level, the government's 
modernization programme attaches particular importance to the central level and 
aims at the streamlining of central competences, functions, structures and 
administrative procedures. In particular, the modernization programme envisages 


— a review of the organization and operation of the government, which looks, 
in particular, at decision-making mechanisms and practices in cabinet; the 
tasks of governmental bodies, including the role and functions of the Prime 
Minister’s Office; and the role of governmental supervision and control; 

— the division of tasks and functions amongst ministries and between depart- 
ments and other central organs with nation-wide competence; and 

— the modernization of the ministries’ internal organization and management. 


Concerning territorial and local public administration, the main goal thus far 
has been the establishment of a genuine, democratically legitimated local 
government system (Elander and Gustafsson 1991). As was discussed above, 
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local government reform has resulted in a fundamental redefinition of the 
position of local government in the political-administrative system. However, 
it has also raised a number of problems, which future reform efforts will have 
to tackle. Perhaps the most problematic aspects of the current system concern 
the county tier and the position of small local authorities in rural areas. In 
both cases, the regulations that were adopted in 1990 bear the marks of 
uneasy political compromises, and can only be understood against the back- 
ground of the suppression of independent local government under the Socialist 
system. The constitutional requirement of a two-thirds parliamentary majority 
for the adoption of local government legislation ensured that the new legal 
framework commanded broad political support. On the other hand, the emphasis 
on solutions acceptable to both the governing coalition parties and parts of the 
parliamentary opposition implied that the legislation adopted was less reflective 
of a comprehensive, integrated and co-ordinated reform design than the need 
to accommodate and placate different constituencies and points of view in the 
government and the opposition. 

At the county level, the oppressive role of county councils as the chief 
agents for the implementation of central policies and as organs of central 
control and supervision over the municipalities under Socialism was still very 
fresh in people’s minds in 1990 (Horvath 1989). It is not surprising, therefore, 
that the county level was particularly open to attacks from all political forces, 
which resulted in the profound weakening of county government structures. 
Under the new local government system, the counties have only very limited 
administrative and executive functions, being restricted to public service provi- 
sion in a few areas such as health policy, social welfare and education. Even in 
these instances, however, tasks can be taken over by municipal councils if they 
can show they are capable of performing them satisfactorily. Some of the former 
county administrative and executive functions were transferred to the Commis- 
sioners of the Republic. Their functions are essentially threefold. They exercise 
legal control over local government; act as a forum of appeal against local 
government decisions; and possess some co-ordinating powers in relation to 
the deconcentrated units of state administration. 

At present, therefore, two types of general state organs exist at the 
intermediate level, the Commissioners, who have to maintain offices in every 
county, and the county administrations. Both are seriously deficient. The county 
councils, which are composed of delegates from the municipal councils in the 
county, can claim a qualified popular mandate, but they have only very limited, 
residual functions. The Commissioners, which are appointed by central govern- 
ment, lack any real local anchorage, but have, in principle, a broader executive 
scope. In practice, however, their executive functions are not really effective. 
The case for change at the intermediate level is, thus, compelling, and it can 
take two directions. It is either possible to strengthen county government and 
to transform the counties into real second-tier local authorities, resembling, for 
example, the German Kreise; or, alternatively, the Commissioners of the Republic 
could be given enhanced supervisory powers over the local level, along the 
lines of the French prefectoral system. 
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FIGURE 3 Structure of the top leadership level in government ministries 
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The second central weakness of the current local government system results 
from the position of small local authorities in rural areas. The system of joint 
local authorities, which existed during the era of Soviet-type councils, was 
politically clearly unacceptable under the altered political circumstances of 1990 
(Szabó 1991). Instead, Parliament sought to enact regulations which would do 
justice to democratic ideals, whilst, at the same time, serving administrative 
efficiency. However, the system which was adopted does not really seem to 
produce effective outcomes. The proliferation of very small rural local authorities 
which resulted from the break-up of joint authorities represents a step backwards, 
especially if it is considered in the context of local government reorganization 
efforts in other European countries (Page and Goldsmith 1987; Hesse 1990/91). 
The fragmentation, or even atomization, of local government is one of its major 
deficiencies. At present, only larger local governments are really strong enough 
to be able to influence effectively state administration and central organs, and 
it is primarily these local governments which possess the necessary administra- 
tive capacities to play their active part in the intergovernmental system. 

Decentralization raises the problem of horizontal differentiation between local 
government and deconcentrated state administration. First in the late 1960s and 
early 1970s and, again, in the first half of the 1980s, central authority was 
decentralized from upper-level administrative tiers to the lower levels, in 
particular local councils. This process was accompanied by the reorganization 
of the local level, which resulted in the amalgamation of many small villages 
into the above-mentioned joint councils. Since the councils were fully integrated 
parts of state administration, decentralization of this type did not raise specific 
co-ordination problems. After the change of political regime, one central question 
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has been whether these formerly decentralized powers should remain in the 
— now autonomous — local government sphere or ought to be transferred to the 
deconcentrated organs of state administration. In other words, the question has 
been whether decentralization should take the form of devolution to local 
government or deconcentration within the state administration. 

Obviously, there is both a technical-professional aspect to this question and 
an explicitly political element, and, at present, it is the latter perspective which 
dominates in the discussion. As was pointed out earlier, the local government 
elections of autumn 1990 resulted in a situation where the national opposition 
parties control the majority of larger local authorities. Under such circumstances, 
it is understandable that central government tends to prefer the execution of 
tasks through deconcentrated organs of state administration rather than handing 
them to local government. In fairness, it should, however, also be acknowledged 
that the deficiencies of the current local government regulations, and here 
especially the weakness of county government and the fragmented nature of 
tural local government, too, have a major influence on the government's attitude. 
Against this background, the proliferation of deconcentrated units of state 
government and an increase in their powers can be interpreted as a functional 
response to the requirements of territorial governments. By contrast, the 
opposition parties jealously guard local government competences and are 
determined to fight any proposals which, in their view, might weaken the local 
level and increase central controls. In this situation, further local government 
reform is unlikely to make real progress before the next national and local 
elections in 1994. 
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OPTIONS FOR ADMINISTRATIVE REFORM IN 
HUNGARY 


IMRE VEREBELYI 





I INTRODUCTION 


The tasks faced by administrative reformers in Hungary differ in important 
respects from those typically associated with administrative reform in the 
developed Western countries. In the latter, reform initiatives tend to focus on 
particular elements of established and, for the most part, well-functioning 
administrative structures; the main reform intentions are usually de-bureaucrati- 
zation and administrative rationalization. By contrast, in countries such as 
Hungary, which have experienced a radical change in their political system, it 
is not just selected elements of public administration, but the administrative 
framework as a whole which needs to undergo fundamental change. 

The comprehensive reform of Hungarian public administration that is there- 
fore required is, of course, intimately linked to the radical changes in the political 
and economic system of the country. Gradually, a centrally planned economy, 
which was characterized by state ownership and state-socialist co-operatives, 
is being replaced by a market-oriented economy in which private owner- 
ship is expected to dominate. At the same time, after the dismantling of 
the centralized structures of the one-party state, Hungary has embarked on the 
establishment of a modern constitutional state based on the principles of 
democratic pluralism and functional decentralization. Clearly, both political and 
economic reform have profound implications for public administration and shape 
the reform agenda to a large degree; in addition, there is, of course, what might 
be called the routine task of de-bureaucratization and rationalization. 

The comprehensive administrative reform agenda associated with democrati- 
zation, pluralization, and economic liberalization has to include both central and 
local government as well as intergovernmental relations. At each level, reform 
projects must look at tasks, structures, procedures, and, importantly, personnel. 
It should be noted that between 1990 and the end of 1992, significant first steps 
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have been taken in all these areas; it is, therefore, misleading to argue that, as 
far as public administration is concerned, the first years of post-Communism were 
wasted. Fundamental structural reforms have been initiated, the main direction 
of which was outlined in the government's ‘Programme for National Renewal’ 
of 1990. Since then, a number of substantial legal measures for reforming public 
administration have been adopted, and many essential organizational decisions 
have already been implemented. After this first wave of reform, the principal 
challenge now is to complete the work that has been initiated, to make 
adjustments where it seems necessary and to stabilize public administration. 

The tasks of completion, adjustment and stabilization are highlighted in a 
special administrative modernization plan and research programme which has 
been adopted by the Hungarian government in 1992. As far as completion is 
concerned, this implies, first of all, the detailed work which is still necessary to 
fill in the basic framework that has been created by the fundamental reforms 
undertaken between 1990 and 1992. This includes, in particular, the continuation 
of the process of democratization, a further strengthening of the legality of 
public administration and its control, and additional measures aimed at striking 
the right balance between centralization and decentralization, concentration and 
deconcentration. In this respect, the implementation issue needs to be given 
particular attention; this refers, above all, to improved mechanisms for inter- 
governmental co-ordination and integration. 

A second type of challenge that can be grouped under the task of completion 
concerns the development of material and personnel administrative capacities. 
Reforms cannot stop at creating an appropriate institutional and legal administra- 
tive framework; it is at least important to secure the necessary material 
preconditions and personnel capacities required for the effective functioning of 
public administration. First and foremost, the skills of public servants need to be 
adapted to the new tasks they are confronting and the new political and 
economic conditions under which they are operating; at the same time their 
mentality and way of thinking have to change. The second determinant of 
administrative capacity, material resources, is, of course, always limited when 
compared to demand; and it is not just in Hungary that it is difficult to obtain 
parliamentary approval for increased expenditure on public administration. 
Against this background, it is imperative to stress the tangible benefits of 
administrative modernization in terms of the potential savings through a more 
efficient public administration. 

Turning to the second major reform task, adjustment and partial correction, 
it needs to be acknowledged that in reaction to the previous regime, some of 
the first reforms to introduce a democratic institutional framework failed to strike 
the right balance. For example, the restrictions placed on the scope of action of 
public administration through the constitutional state turned out to be excessive; 
likewise, decentralization has been carried too far in some respects; and in 
international comparison, it would seem that executive power and the in- 
dependent professional functions of central and local public administration are 
underdeveloped. This is in no way to argue that the initial reforms were 
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fundamentally misguided; it is simply to say that in certain areas adjustments 
are needed. Calls for powerful representative bodies, close restrictions on public 
administration, a weak central government and the strongest possible local 
autonomy during the first phase of institutional reform were understandable, 
given the experience with ‘democratic centralism’. However, they have resulted 
in a situation where the government's power to act is too narrowly restricted, 
whilst a number of executive tasks have been delegated to the legislature. In 
other words, Parliament is not only responsible for legislation, but also, in part, 
for executive tasks. Similarly, at the local government level, the functions of the 
mayor and the chief local executive are not clearly distinguished, but the role 
of the local councils is defined too extensively. As regards intergovernmental 
relations, the local government system is now highly decentralized; however, 
mechanisms for vertical integration (for example through state supervision) and 
` hori-zontal co-operation (for example through local associations) are largely 
under-developed. 

Of course, these questions are not just of a technical-administrative character, 
but have strong political implications. The question is, therefore, whether 
politicians are able to afford to strengthen what is not a universally popular 
public administration. In particular, are the government and the opposition 
prepared to restrict the over-extended role of representative bodies, to address 
the excesses of local autonomy, and to loosen the legal chains of the ‘judges 
state’ which now threaten to undermine the effective and efficient functioning 
of public administration? Similarly, the government needs to decide whether it 
has the political will to risk conflict with departmental interests by tackling 
ministerial decentralization and by transferring some of the responsibilities of 
deconcentrated state offices to local self-government. 

In essence, adjustment and correction imply the attempt to strike a workable 
balance between the power of representative bodies and a professional admin- 
istration; legality and the efficiency of administration; decentralization and 
centralization; and, finally, decentralized local government and deconcentrated 
state administration. In this process of adjustment and correction, Hungarian 
public administration can draw on a comparatively rich academic expertise. 
Today, there are domestic academic specialists and experienced practitioners for 
almost every administrative issue, and their expertise can often be supplemented 
by experts from abroad. However, without the support of government and 
Parliament and without political perseverance in the case of implementation, 
progressive professional ideas will only enrich the shelves of academic libraries 
and, perhaps, the professional knowledge of future generations. 


I DEMOCRATIZING PUBLIC ADMINISTRATION 


Democratization has been the first main element in the process of transforming 
Hungarian public administration. This has implied that public administration has 
been firmly subordinated under democratically legitimated decision-making 
organs and individuals. They have assumed a determining role vis-a-vis the 
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central and local administrations, which prepare their decisions and are respon- 
sible for their implementation. 

The fundamental acts of Parliament adopted to ensure effective democratic 
controls over public administration maximized the role of representative institu- 
tions and elected officials; at the same time, there was a tendency to place the 
greatest possible limitations on the previously overpowering administration. 
This emphasis on limiting the scope of administrative action can at least in part 
be explained by the political mistrust for administrators, an understandable 
legacy from the previous regime. However, it would seem that under the label 
of ‘democratization’, executive power and public administration have been 
restricted to an extent which is scarcely compatible with the requirements of a 
modern state. Conversely, legislative and executive powers have been partly 
merged in Parliament. As a result, Parliament has become overburdened and 
thus finds it difficult to fulfil effectively its primary legislative task. Political and 
economic reform inevitably place very high demands on Parliament's legislative 
capacity; the fact that the legislative body is also responsible for what would 
normally be considered executive-type regulatory tasks means that it suffers 
from an acute work overload. 

Whilst the government and state administration are subject to excessive 
restrictions on their scope of action, the opposite is true of the local government 
level. With the 1990 reforms, a local government system has been created in 
which the local level enjoys very substantial opportunities for separation and 
autonomy in relation to central government, state administration, and even 
Parliament. As at the central level, however, the powers of the democratically 
legitimated institutions and individuals over local administration have been 
over-emphasized. In other words, at the local level, too, the scope of action of 
the executive organs is unduly restricted. 

Whilst in some areas, then, the concern with establishing effective democratic 
controls over public administration has resulted in excessive constraints, in other 
respects steps for further democratization are urgently required. For instance, 
the creation of the institution of a Commissioner for Citizens’ Rights could be 
an effective means of protecting the rights of the individual citizen against public 
administration. There is also a need for improving the representation of national 
and ethnic minorities in the representative bodies which control central and local 
public administration. Another issue which should be addressed concerns the 
preparatory procedures for administrative decision-making. In this respect, it 
needs to be examined how the role of the public in the preparation of 
administrative decisions might be strengthened. Moreover, greater emphasis 
needs to be placed on co-operative behaviour in public administration. Citizens 
should not be treated as subjects, but as partners of a public administration which 
exists to serve the citizens’ needs. 

Next to measures aimed at enhancing public representation, participatory 
mechanisms should also be improved. For instance, in the direct management of 
central and local services, users need to be given a more active role than they 
play at the moment. Here, organizational and legal possibilities for such a more 
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direct and active involvement need to be created. They could, for example, 
include the establishment of joint bodies composed of regulators, providers and 
users and the granting of rights of consultation, joint decision making and control 
to such bodies. 

It should be clear from the above discussion that the basic legal framework 
for the comprehensive democratization of Hungarian public administration is, 
for the most part, already in place. What the experience of the last two to three 
years shows is that this framework needs to be completed in certain respects 
and that a certain amount of adjustment and fine-tuning is now required. At the 
same time, the material preconditions and the personnel capacities necessary for 
implementing the existing legal regulations need to be improved. The pro- 
gramme for the modernization of public administration which was mentioned 
above focuses, by its nature, on the strengthening of the democratic institutional 
framework from the perspective of public administration itself. Whilst this 
constitutes an important aspect of democratization, it is not in itself sufficient. 
This is why, parallel to the modernization programme, other initiatives aimed 
at the further democratization of state and society, in particular at the local level, 
need to be launched. In this connection, it would, for example, make sense to 
examine the local and national electoral system, the scope of activities of elected 
bodies and individuals, and, in particular, the potential role of self-organizing 
and community associations and their relations with other institutions of 
democratic government. Perhaps most importantly, it is necessary to improve 
access to information on local democracy, the role of local representative 
bodies, their committees and independent local organizations. The democratic 
development of local government as one of the fundamental tasks should, as 
far as possible be detached from the conflicts of national and party politics. This 
would certainly be made easier if local, national and general elections were not 
held at the same time. 


I THE LEGAL FRAMEWORK AND THE LEGALITY OF PUBLIC 
ADMINISTRATION 


Legality implies, first, that public administration carries out its activities in the 
way permitted by the provisions of law and, secondly, that these provisions 
comply with the requirements of a state governed by the rule of law. To meet 
both requirements, Hungary needs to join the pertinent international agreements, 
ratify them, and revise domestic regulations which are inconsistent with 
international standards. During the first period of political change, the creation 
of new legal structures took priority over the systematic review of the enormous 
amount of legal regulations inherited from the previous regime. Partly because 
it has been over-burdened with creating new laws, public administration has 
fallen behind with reviewing existing regulations; and only a comparatively 
small number of these rules and regulations have been declared unconstitutional 
by the Constitutional Court. Consequently, a substantial part of the current body 
of law is incompatible with the requirements of the state based on the rule of 
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law. In recognition of this fact, the government's administrative modernization 
programme stresses the need for a comprehensive review of existing legal 
regulations especially concerning their compatibility with democratic standards 
of legality. 

Another legal issue requiring attention concerns the responsibility for law- 
making. It is increasingly evident that governmental and ministerial legal 
regulation cannot and should not be simply transferred to the sphere of 
parliamentary legislation. During a period of systemic change and within certain 
well-defined areas, the government should have the right to pass decrees 
concerning matters that are in urgent need of legal regulation. To prevent any 
abuse, government regulations should only have a temporary character. This 
could be achieved, for example, by making the authorization of legal regulation 
through government conditional upon the adoption of an act of Parliament 
within a period of one or two years. Perhaps more importantly, the constitution 
should clearly identify the scope and subjects of parliamentary legislation, with 
the implication that unlisted areas would fall under the regulating competence 
of the government or individual ministries. 

Both current Hungarian constitutional provisions (which, in themselves, have 
scope for further improvements), and international agreements concerning the 
legality of public administration often allow for more than one legal arrangement. 
In the attempts to satisfy the requirements of a state governed by law, however, 
there has been a tendency to impose maximum legal restrictions on executive 
power, especially as far as judicial review procedures are concerned. At present, 
there are too many review and appeal levels, often with suspending powers. 
This kind of multiple ‘over insurance’ contradicts the concept of reasonableness 
in the practical application of law; more worryingly, it harms the true interests 
of citizens turning to public administration. Therefore, the type of review 
procedure applicable in a particular matter needs to be identified more clearly 
and the procedures need to be simplified. As regards conflicts between public 
institutions, a number of improvements seem vital. In particular, the courts should 
be given wider scope in settling disputes between local governments. This is 
especially important if, in future, the law might require inter-municipal agree- 
ments in certain matters, but individual local governments fail to reach consensus. 
It should also be examined to what extent the jurisdiction of the Constitutional 
Court in local government affairs could be narrowed and competences be 
transferred to ordinary courts. 

Whilst judicial review procedures need to be made more efficient and effective, 
it should be acknowledged that the general standards of law application by 
public administration in Hungary are high. Notwithstanding the occasional 
transgression of their roles by the new, inexperienced democratic bodies, the 
basic legality of administrative activity was not undermined. This said, however, 
there have been proceedings against unlawful administrative activity, and 
although they have been relatively few in number, they do, of course, profoundly 
affect the parties involved. It is, therefore, important to think about ways of 
further strengthening mechanisms to ensure the legality of public administration. 
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This might include, for example, improved legal training for officials; and further 
directions and other professional information for a unified application of the law. 

At the same time, however, further organizational measures are necessary to 
improve the material conditions as well as personnel capacities in the ad- 
ministrative courts. The need for legal interpretation partly reflects the 
often vague, imprecise or incomplete wording of legal acts, especially those 
adopted at the beginning of the transition period. Constitutional and ordinary 
laws often bear the marks of the difficult political compromises through which 
they were achieved. The involvement of the constitutional courts and the 
ordinary courts of justice in interpreting these laws, is, thus, almost in- 
evitable. 

Turning to developments in public administration itself, it is reasonable to 
expect that the relative importance of hierarchical control will diminish, especially 
in economic administration. This handover of operative control will be accom- 
panied by a growing need to control compliance with the law, though this will 
have a much narrower scope than operative control. Instead of the previous 
emphasis on hierarchical control, the actions of public authorities will increasingly 
be directed towards mediation. This is especially the case since, in other policy 
areas too, authoritative admunistrative action will diminish in response to the 
liberalization of the activities of individuals and institutions. It is therefore likely 
that the scope of public administration will widen where it provides re- 
commendations and acts as a co-organizer or contracting party. Such modes of 
action will also have to play a major role where the state’s hierarchical and 
authoritative interference seems no longer adequate, but public authorities still 
need to have the capacity to co-ordinate the private actors. 

Still, the exercise of public authority remains a central task of public 
administration. It is, therefore, necessary to win acceptance for the exercise of 
public power in the course of implementing the rules and regulations. The best 
way to ensure public acceptance of authoritative action is that the legislator only 
requires public administrative authority in specified and well-justified areas 
and within precisely defined boundaries. Popular dissatisfaction with public 
administration usually grows when the authorities interfere with private activities 
in cases that cannot be convincingly justified with reference to the public interest. 
Thus, all public servants who have immediate contact with the public should 
be encouraged to identify regulations which, in their opinion, ought not to be 
applied, because they are (no longer) appropriate. 


IV TERRITORIAL AND LOCAL GOVERNANCE 


One of the key tasks of administrative modernization is to re-examine and, 
where necessary, to readjust the degree of decentralization and deconcentration 
in policy-making. It would be mistaken to suggest a general direction which 
such a readjustment ought to take. Depending on the task in hand, a higher or 
lower degree of centralization or a higher or lower degree of deconcentration 
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may be desirable. As was noted above, the local government system is one area 
where such a re-examination is of particular importance. The Hungarian Act on 
Local Government of 1990, which put into effect the provisions laid down in 
the European Charter of Local Government, signalled a decisive break with the 
Socialist Council system. However, few doubt that the Act exaggerates certain 
local autonomies, and it clearly fails to provide for the adequate co-ordination, 
integration and supervision of Hungary's more than 3,000 municipalities. 

In the previous Soviet-type local government system, local councils operated 
as part of state administration; thus, local councils had administrative responsi- 
bility for many tasks which in the majority of Western democracies are carried 
out by deconcentrated state organs rather than local government. Following the 
creation of a sphere of independent local government, separate from state 
administration, the number of deconcentrated state services and administrative 
institutions, therefore, increased. Some local governments, particularly at the 
county and town levels, felt that they have lost rather than gained competences 
as a result of local government reform; and indeed, it is evident that some 
central ministries have exaggerated the need for deconcentrated state organs. 
In future, there needs to be a much more careful analysis as to which 
tasks should be handled by deconcentrated state organs and which tasks could 
be carried out by local governments, either in the form of delegated tasks or 
as genuine local government responsibilities. In this connection, the recently 
adopted modemization programme envisages that all governmental and admin- 
istrative rules and regulations that were adopted prior to the change in the 
political system but are still in force, will be reviewed. Based on old centralizing 
concepts, they often place undue restrictions on local autonomy, which are 
incompatible with the municipalities’ new status. Finally, decentralization will 
be strengthened by the gradual improvement in personnel capacities at the local 
level. 

One very important issue to be addressed concerns ways and means to » 
improve the co-ordination between I&cal governments and deconcentrated units 
of state administration. Closely connected to this is the question as to how 
co-operation amongst deconcentrated units of state administration can be 
strengthened. One possible solution here is certainly improved horizontal 
co-ordination between deconcentrated institutions operating in the same area. 
The other is horizontal integration, which might mean the integration of different 
deconcentrated institutions into the office of the regional Commissioners of the 
Republic. Overall, the aim is to overcome, first, the separatism between the 
different branches of deconcentrated state administration and, second, the rigid 
separation and lack of co-ordination and co-operation between local government 
and state administration. What is ultimately needed is a certain degree of 
‘regional harmony’ of the different administrative organs operating in the same 
area and partly dealing with the same issues. if 

As regards local government tasks and responsibilities, a number of comments 
seem appropriate at this stage. First, mandatory local government tasks, either 
at the municipal or the county level, need to be defined more precisely through 


© Basi Blackwell Ltd 1993 


ADMINISTRATIVE REFORM IN HUNGARY 113 


parliamentary legislation. Concurrently, the discretionary competences of local 
government should be protected and strengthened. Where a local matter requires 
state involvement, the state should not simply transfer responsibility from local 
to state organs, but seek to guard the national, state interest through central 
control, special supervisory arrangements, financial incentives or disincen- 
tives. Once such an approach is adopted and once the potentials of central 
assistance and inter-municipal co-operation are fully realized, it will become 
obvious that the scope for self-government tasks is considerably wider than is 
often assumed. Nonetheless, not all tasks can be handed over to the local level. 
Where more extensive resources, particular professional skills and a nation-wide 
approach are needed, it is the state rather than self-government which should 
act. Moreover, there is a case for direct state administration in cases where there 
are conflicts of interest between local government and individual citizens. Local 
governments should manage public issues of such a magnitude that they can 
be solved within the municipality or county without directly affecting the 
interests of another local government; obviously, it is difficult to establish precise 
boundaries here. 

Another local government issue that should be looked at concerns the position 
of towns with county rights. Here, one suggestion which has been put forward 
is that fewer towns with county rights are needed, but that those given such a 
status should play a more dynamic role than they have done so far. In the case 
of larger towns with county rights, it seems well worth examining the particular 
advantages which ‘town associations’ might offer. Here, one could envisage that 
the major cities with county rights and surrounding villages would be bound 
together by a local government in the form of a town association, which might 
be established compulsorily, without losing their independent status. Thus, in 
line with Hungarian historical traditions, the largest towns with county rights 
would be distinguished from other, smaller ones with the same rights. As regards 
the latter, it might make sense to allow them to elect members to the County 
Assembly whilst, at the same time, keeping their own county rights, too. The 
county government representing these small and medium-sized towns, including 
all those with county rights, could reacquire those regional services and tasks 
which were delegated to the towns, without good reasons, under the Soviet-type 
council system. 

As regards the government of the capital Budapest, the potential advantages 
and disadvantages of different structural models must be carefully evaluated. 
Essentially, one can distinguish three models. The first regards the capital as an 
entity in which the individual districts keep their autonomy, but where there 
would be more areas for compulsory co-operation and more responsibilities for 
capital-wide authority than at present. A second model currently discussed 
would concentrate governmental activities in the capital-wide authority, whilst 
the districts would mainly be restricted to management activities; they would 
have a much narrower scope of functions than at present. The third model under 
consideration treats the town centre (the city) and the outer districts separately. 
The town centre would have a unique legal status and would enter into special 
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co-operative associations with the outer district. Apart from examining these 
alternatives, it is also necessary to review the present boundaries of the capital 
and the administrative structure of the agglomeration as a whole. 

Turning from municipal to county government, it is now widely accepted 
that the local government reforms weakened county government more than 
could be justified. The reforms exaggerated the principle of subsidiarity, and the 
important role of the counties in the development of their area and in distributing 
central funds were ignored. Therefore, one of the central questions in local 
administrative reform is how and to what extent this intermediate level can be 
strengthened. In functional terms, there are three major types of functions that 
could enhance the position of the counties: first, tasks which would support 
municipal government, especially in the smaller towns and vilages; second, 
duties to be transferred from the deconcentrated state organs to the counties; 
and third, responsibilities which would be decentralized from Parliament or 
central government organs. As regards the latter, one could think in particular 
of the distribution of central funds and other distributional tasks on behalf of 
central government. Functional reform at the county level should avoid establish- 
ing hierarchical relations between municipal and county governments. This said, 
the following county functions should be analysed: 


— the counties’ territorial development function, including territorial planning 
and infrastructure; 

— their obligation to maintain a wider range of — mainly intermediate level — 
institutions; 

— their role in protecting interests, especially in relation to central state politics 
and/or the deconcentrated state organs and also in international sub-central 
co-operation; 

— their assistance function vis-a-vis villages and towns, including the initiation 
of inter-municipal associations and certain co-ordinating functions; 

— the possible delegation of state administrative functions to the head of the 
county administration as a first level state administrative authority. This, 
however, is disputed by many who argue that such functions should remain 
with the appropriate deconcentrated state organs. 


In connection with the reform of county functions, the election procedure 
for the County Assemblies also needs to be re-examined. Some argue that if 
a county can essentially be viewed as equivalent to the voluntary or compulsory 
association of municipalities, then the county representatives should be elected 
by the representative body of the municipal governments. This is, of course, 
the current system, which might, however, be improved. Another solution, based 
on the premise of considerably strengthened county functions and a clear 
institutional separation between counties and municipalities, suggests that the 
county assemblies should be directly elected like municipal assemblies. 

Both the future of the counties and the further development of deconcen- 
trated units of state administration are very closely linked to the question 
of how the institution of the Commissioner of the Republic will evolve. At 
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present, the Commissioner has a limited role in the legal supervision over 
local government, performs certain state administrative tasks prescribed by 
law and is responsible for co-ordinating deconcentrated units of state administra- 
tion. The Commissioner also acts as a second instance authority, although this 
function will have to be re-examined in the context of the simplification of the 
judicial review procedures discussed above. The tasks and instruments assigned 
to the Commissioner need to be regulated unambiguously through an Act of 
Parliament, which should aim at enhancing and specifying the Commissioners’ 
supervisory powers and co-ordinating functions. In this connection, it is 
particularly necessary to specify the cases in which the Commissioners of the 
Republic can interfere, either with local government or deconcentrated units of 
state administration, and their direct administrative responsibilities. 

The tasks and structures of the deconcentrated units of state administration 
need to be reconsidered by branches of activity. It is likely that there is a 
considerable scope for merging the activities of so-called inter-area organiza- 
tions, i.e. offices which operate in more than one county; here, state line 
services such as water supply, or directorates of public roads can be expected 
to be particularly affected. There might also be scope for merging deconcen- 
trated units, currently serving only one county, into larger offices, operating 
in larger territories. In the course of the internal reform in the deconcentrated 
institutions, an attempt should be made to separate service-type functions 
from those linked to the exercise of public authority and control. Where 
deconcentrated organs have similar functions in the same area, the possibility 
of merging such offices should be examined. In the case of those deconcentrated 
units that still remain, it should be examined whether they cannot jointly 
carry out certain functions. Here, one might think, for example, of maintaining 
common joint offices for customer contact. Finally, it should be explored 
whether the establishment of formal or informal co-ordination and consulta- 
tion forums, composed of local government representatives, the deconcen- 
trated organs and the Commissioner’s office could help to umprove horizontal 
co-ordination, and what type of issues they might usefully address. 

In re-examining territorial governance and the local government system, 
organizational size and viability will obviously be major considerations. In 
the first instance, this concerns the appropriate size for Hungarian village 
administrations. The structures of representation can be adapted to quite 
small communities, with some necessary fine-tuning; but for implementation 
purposes, the representative organs of small villages must be able to draw 
on the administrative capacities of larger organizations. There are several 
ways in which the latter aim can be achieved. The state can encourage the 
establishment of voluntary administrative associations for joint management 
and service provision; here, the provision of financial incentives is of particular 
significance. There should also be the option, however, of forming compulsory 
associations. These could either be restricted to certain individual functions, or 
form fully blown joint administrative offices. There exists, of course, already a 
system of rural district offices, and they have proved very useful. However, one 
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third of the smallest villages, with a population of less than 1,000 inhabitants, have 
thus far not decided to join such offices, but instead have established theirown 
village administrations. Public service delivery in villages and towns should be 
examined under the aspect of which type and quality of services can be provided 
by individual local governments and which types and qualities need some kind 
of joint administration. In those cases where joint administration seems clearly 
called for, there should be legal means for insuring that such associations are 
formed. In the course of the administrative modernization programme, it should 
be decided how the law could regulate the village contributions towards the 
maintenance of a joint administrative apparatus, in those cases where villages 
do not voluntarily agree to join a common administrative authority. 

Politically, the most sensitive question is how the representative institu- 
tions of small settlements can be associated. In this area, voluntary association 
should certainly be the guiding principle, and, as a rule, compulsory association 
should not be possible. Once a local government has been formed, it must only 
be merged into a larger unit if it agrees to do so. But more thought is needed 
to determine what constitutes a reasonable minimum size of municipality in the 
first place; in cases where such a minimum size is not met, central government 
must be given the powers to be able to dissolve a local authority. As regards 
the distinction between villages and towns, more demanding criteria for 
conferring the status of town should be specified. 

As was pointed out above, the representative bodies of local govemments 
have at present a powerful position compared to the mayor; at the same 
time, the relations between local administration and the mayor are characterized 
by the unequivocal subordination of the former under the latter. To a large 
extent, such a structure relies on co-operation and consultation to work 
effectively, and, in practice, such co-operative links have not always developed. 
Partly, representative bodies have found it difficult to co-operate with the mayor, 
and, partly, local administrations, which have been inherited from the old council 
system, have been distrusted by the new political leadership. As regards the 
relations between the local council and the mayor, opportunities for strength- 
ening his role in management issues ought to be explored. 

Decisions on centralizing or decentralizing measures should not be based 
‘on considerations of power but organizational effectiveness and efficiency. 
In this connection, it should, again, be remembered that central influence can 
be brought to bear without requiring the complete centralization of decision 
making. Alternatives include (a) deregulation of local government issues through 
acts of Parliament or governmental or ministerial decrees; (b) to make central 
financial assistance dependent on certain conditions; (c) to make the approval 
of local government decisions a necessary prerequisite for their enactment; 
(d) to create opportunities for appeal against local government decisions; 
(e) to ensure proper state supervision over local government activities, for 
example through chief supervisors, school inspectors, audit offices, or in 
extreme cases, the dissolution of municipal committees; (f) central influence on 
local government appointments (this can include central responsibility for 
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vocational training and examination); (g) the need for local government to 
prepare reports and accounts for central inspection; (h) state administration in 
cases where local authorities fail to carry out their duties and responsibilities. 
Obviously, however, the substance of inter-governmental relations is much 
wider than state supervision over local government. Parliament and central 
government also decisively influence local autonomy through financial and 
economic means. 


V CENTRAL GOVERNMENT AND THE PUBLIC SECTOR 


Turning to central administration, a basic structural division within the ministerial 
departments has already been established. It is, however, of a temporary nature, 
and needs to be put on a more permanent basis. In particular, the final legal 
regulation of the relations between the minister, the political and administrative 
state secretaries, and the administrative apparatus of the ministry should only 
be adopted on the basis of a detailed study of the present system. Organizational 
and operational rules have to be adjusted so that the harmony of hierarchical 
and co-ordinating relations between the different professional sections in the 
ministries can be maintained. Unnecessary management and transmission levels 
need to be eliminated. Next to the line departments, the expert systems, which 
support the ministerial decision-making process ought to be given a special role. 

The introduction of the institution of the political and administrative state 
secretaries was successful. However, it is necessary to re-examine the division 
of tasks between the minister and the state secretaries. Within the ministry, the 
department and offices structured on line or activity principles should be kept 
under the direct supervision of the deputy secretaries wherever possible. 
Departments dealing with issues of general administration may exceptionally 
be directly subordinated to the administrative state secretary. He should 
also be responsible for overseeing the process of administrative modernization 
in his department and the institutions that fall under the department's control. - 
In special circumstances, it might be justified to place sectoral departments under 
the direct control of the political state secretary and the minister. In such a case, 
care must be taken to avoid the simple by-passing of the administrative state 
secretary. 

Concerning central government tasks, it was mentioned earlier that the 
state thus far has only a weak role in regulating and supervising local 
government. Here, a strengthening of the central state seems unavoidable. 
As far as regulation is concerned, both legislation and executive-type govern- 
ment decrees should be used more extensively in securing a uniform framework 
in which local governments can operate. At the same time, the system of central 
financial transfers to local government must be changed. At the moment, it 
leaves too little room for flexibility and fairness in adapting to different 
circumstances and needs; the emphasis is very much on standard and automatic 


payments. 
There are, however, the more far-reaching questions concerning the role 


© Ban! Blackwell Ltd 1993 


118 IMRE VEREBELYI 


of autonomous or semi-autonomous institutions in the public sector. One of 
the key concerns of reforms in the transition period has been the rejection 
of étatism and an emphasis on the development of autonomous institutions, 
be they market institutions, social institutions or those operating in the public 
sector. Clearly, a modern society needs a strong underpinning of individual 
and community autonomies; these autonomies, however, must ultimately fit 
into the necessary entity of the state. And they are always to be subordinate 
to the regulatory and supervisory powers of the democratic state, represent- 
ing the public interest. Thus, the modern state fulfils both a subsidiary role, 
in that it should only act where there are no individual or autonomous 
institutions to whom a task could be entrusted; at the same time, the state 
remains the ultimate supervisor and regulator. Withdrawal of the state from 
certain areas does not mean that autonomous institutions will be able to take 
its place automatically. As long as the economic, social and local organizations 
are comparatively weak, de-étatisation can lead to performance problems. 
One of the key requirements of public sector modernization is, therefore, 
that the subsidiary state assists in the building up of self-governing institu- 
tions. In other words, the state should help and motivate economic and social 
self-organization. In this respect, the state has a vital role in ensuring certain 
preconditions for the effective functioning of self-organizations by providing 
an appropriate legal framework, an institutional infrastructure, and, where 
appropriate, financial incentives. Also, the state can steer the development 
of such institutions towards the public interest. Finally, state action can be 
of crucial importance ın overcoming transitional difficulties in making self- 
organizations work. 

The supervision of self-governing organizations and the protection of the 
public interest is an exclusive state function. The state safeguards compliance 
with the law; guarantees security based on law; ensures the citizens’ fundamental 
rights and duties; provides access to fundamental public services through 
compulsory instructions aimed at state or self-governing institutions; maintains 
internal order and unity; organizes international relations; collects and distributes 
revenue in order to fund activities of public interest. Evidently, subsidiary and 
exclusive state functions are always present in all states, although, of course, 
their quality and extent differs historically and between countries. The essential 
state functions are in need of protection and development. Clearly, the modern 
history of developed democracies disproves the earlier notion that ‘the stronger 
the state, the weaker society’. The starting point of the Hungarian modernization 
programme is that the state needs to be strengthened in its proper functions 
and that this does not weaken but, in fact, strengthen, society. 

At present, in Hungary, there is a definite growth in certain state func- 
tions. The reasons include weak self-organizational mechanisms and the need 
to administer the transfer of a vast amount of state assets; to settle compensation 
claims; to deal with the flood of refugees into Hungary; to combat an increasing 
crime rate; to come to terms with the consequences of a civil war on Hungary’s 
border. In the main, these are transitional phenomena, and, therefore, they 
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do not imply the long-term extension of state functions. This temporary increase 
in state tasks should be seen in connection with a modernization programme 
which is aimed at reducing state functions and, at the same time, increasing the 
efficiency in carrying out such a core of public tasks. 

What is needed, therefore, are strong defences against state intervention 
wherever it is not strictly justified. Whenever the executive branch of the 
state acts in the market as owner, customer or entrepreneur, it must not limit 
the inviolability of private property, the freedom of trade and industry, and 
the autonomous regulation of market supply and demand beyond what is 
strictly necessary to serve the public interest. The state exercising public 
power must be clearly distinguished from the state acting as a property 
owner; in its latter role, the state must be treated exactly like all other 
participants in economic life. The market of public assets and public works 
must be regulated separate from the private markets. With the help of a strict 
system of public contracts, it needs to be assured that public assets are used 
to attain certain public interest objectives, and are not utilized so as to injure 
private interests. The same purpose is served through appropriate regulations 
for the role played by public enterprise. Finally, a differentiated legal framework 
for the regulation of public institutions providing non-profit-oriented services to 
the public needs to be devised. 

The duties and responsibilities of public administration are primarily de- 
termined by the role of the state in society. Accordingly, the review of 
the tasks of public administration ultimately necessitates a careful examination 
of the role of the state. Such a review of administrative tasks is likely to 
result in a process of regulation, deregulation, and re-regulation. In other 
words, there is a need for more precision in the definition of duties and 
responsibilities in some areas; a need for partial administrative disengagement 
in others and, on occasions, a need for even more far-reaching adjust- 
ment. 


VI TOWARDS AN EFFICIENT AND COST-EFFECTIVE PUBLIC 
ADMINISTRATION 


There can be little doubt that the efficiency and effectiveness of public 
administration has a direct impact on a country’s social and economic perfor- 
mance. A productive, adaptive, efficient, and professional public administration 
is a key factor in social and economic development and modernization. To 
achieve such an administration, a number of steps have to be taken. To start 
with, public administration can really only function efficiently, if the tasks which 
it is given to carry out can actually be managed by administrative means. There 
are many areas where public administration can act, but administration cannot, 
by definition, organize efficiently tasks which are alien to its role. And even 
where public administration can play a part, other means of action, be they of 
an economic or social character, should not be ignored. 

To function efficiently and effectively, administration must also be pro- 
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vided with the appropriate responsibilities, a rational organizational frame- 
work and well-qualified staff. In Hungary, two years ago, the functions were 
successfully re-defined, but this was not followed by a reform of responsibilities. 
The fundamental organizational framework for a renewed public administration 
has been established, but efficiency in administrative operation is lagging behind. 
Quality development, in terms of democratization, legality, centralization, 
decentralization, and efficiency, must be complemented by quantitative develop- 
ments. Administrative simplification and rationalization have a role to play here, 
but, obviously, rationalization cannot be the main objective of administrative 
modernization. A cost-saving public administration does not mean a cheap 
administration. Costs are only to be saved in those areas, where the reductions 
do not endanger effectiveness and efficiency. In order to improve both, even 
cost-saving initiatives may not always be able to avoid cost increases. The 
cost-saving potential of such initiatives will rarely exceed a few percentage 
points of the total cost of public administration; the larger questions concerning 
the administrative performance are not really addressed through cost saving. 
Rationalization is, therefore, very much a supplementary purpose, and sub- 
ordinate to quality issues in the modernization of public administration. 

International comparisons show very clearly that present staffing levels in 
Hungarian public administration and personnel costs cannot be considered 
exaggerated. At the ministerial level, the number of staff is low; there may, 
however, be some scope for staff reductions in certain deconcentrated state 
institutions. As regards local government, there has been an upward trend 
since local government reform. 

Cost-saving programmes find their main target not in the running costs 
of public administration itself, but in external administrative activities. In 
performing its external activities, public administration acts as a manager of 
finances. Here, cost-saving potentials exist in procurement, tendering, the 
more efficient organization of programmes, better evaluation techniques, and 
the application of up-to-date methods for asset management and financial 
controls. . 
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THE CRISIS OF PUBLIC ADMINISTRATION IN 
RUSSIA 


MICHEL LESAGE 


I INTRODUCTION 


Until 1989, public administration in the USSR was one of the instruments used 
by the Communist Party of the Soviet Union to implement its policy. Economic 
power lay in the hands of the state, under the leadership of the Party while the 
higher ranks of the administration were in charge of directing all its activities. 
The main characteristic of the administration was its complete subordination to- 
the Party apparatus, facilitated by the fact that the administration did not have 
its own system for recruiting civil servants; this was controlled by the Party too. 
There were no legal guarantees of tenure of office for civil servants. Their only 
protection was a form of social solidarity which enabled them to maintain their 
positions and also, to some extent, resist political power. 

The reform of the political environment, which was initiated in 1988, produced 
the collapse of this administrative system and, as a direct consequence, the pres- 
ent crisis in Russian administration, which acknowledges no master and no rules. 


O THE BLUEPRINT FOR REFORM: THE XIXth PARTY 
CONFERENCE 


The XIXth Party Conference in June 1988 believed that it was possible to 
reconcile the leading role of the Party with democracy: 


The main orientation of the reform of the political system is“to ensure the 
completeness of the power of the Soviets of the People’s Deputies as the basis of 
the system of the socialist state and of self-government in our country. The policy 
of the Party — economic, social, national — must be implemented first of all through 
the organs of the people’s representation (Resolution on The Democratization of the 
Soviet Society and the Reform of the Political System). 


The reform involved a new relationship between the Soviets, elected by the 
people, the executive committees in charge of the administration, and the leading 
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Party organs. Most of the new concepts which were adopted in 1988 still form 
the basis of the administration today and, as such, they are also responsible for 
certain dysfunctions which prevent the system from being fully effective. 

Several decisions, having a positive effect, were intended to give greater 
weight to the Soviets elected by the people. The liberalization of the electoral 
system was to produce more ‘candidates’ than ‘mandates’ and to give the 
electors a real opportunity to choose their representatives. It would be possible 
for Deputies to leave their professional occupations and to dedicate all their 
energies to controlling the administration. Rules to prevent the filling of the 
Soviet by members of the administration sought to establish incompatibility 
between the mandate of the Deputy and the administrative functions of 
the executive committees and departments. 

But the attempt to guide the activities of the Soviets and to maintain the 
principle of Party leadership complicated the structure of the new system. The 
chairmanship of the Soviet was no longer to be the prerogative of the President 
of the executive committee, rather a new position was created whereby the 
President of the Soviet would also, in principle, be the First Secretary of the 
Party committee. Thus the XIXth Party Conference established a duality of 
power: on the one hand, the Soviet and its President; on the other, the President 
of the executive committee, now replaced by the head of the administration 
and therefore contributing to the inefficiency of the politico-administrative 
system. The Communist Party has disappeared since, but the duality of powers 
remains and has even been reinforced by the procedure of designating the head 
of the administration and by decentralizing the system. 

The XIXth Party Conference considered self-government and decentralization 
of the administration to be fundamental elements of the democratization process 
and the ‘struggle against bureaucratization’. For the Conference, local affairs had 
to be reorganized according to the principles of self-government, self-finance 
and self-sufficiency; within the administration, functions and attributions had to 
be redistributed in a way which ensured the maximum initiative and autonomy 
of the localities. A third element of the reform concerned the formation of a 
socialist rule of law to include: guarantees of rights and freedoms; responsibilities 
of the state towards the citizen and of the citizens towards the state; enhance- 
ment of the authority of law and its strict observance by all Party and state 
organs, associations and citizens. But none of these principles were implemented 
along the lines intended by the Conference. At the top, the Congress of the 
People’s Deputies of the USSR, elected in the spring of 1989, escaped from the 
control of the central committee of the Party, and, in the spring of 1990, the 
new Supreme Soviet of the Republics — in the RSFSR (Russian Soviet Federated 
Socialist Republic) Congress of People’s Deputies — came under the control of 
the centre. The ‘parade of sovereignties’ and the ‘war of laws’ between the 
Federation and the Republics finally led, in August 1991, to the disaggregation 
of the Communist Party of the Soviet Union, and, after the failure of the coup 
d'etat, in December 1991, to the disappearance of the USSR itself. 

Central Soviet administration no longer exists and no longer extends to 15 
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separate Republics. There are now 15 different administrations in the 15 states 
of the ex-USSR. But the ‘parade of sovereignties’ was not limited to the relations 
between the Union and its Federal Republics. The same phenomenon was to be 
observed in the relationship between the Russian Republic and its ‘autonomous 
units’. One after another, the Republics proclaimed their sovereignty. This 
movement was encouraged by Boris Yeltsin who was elected President of the 
Supreme Soviet of the Russian Republic in May 1990. He proposed to the 
Republics in August 1990 that they should ‘take as much power as they could 
swallow’; the Russian Republic would be reconstructed from base: The ‘RSFSR 
will be competent only in areas which are delegated to it’. c 

The result, however, was that the new authorities elected in the localities 
during the spring of 1990 did not recognize the jurisdiction of the central 
government and considered themselves as ‘sovereign’, trying to implement only 
their own decisions, without taking into account the rulings of the central 
authorities. 


II THE NEW STRUCTURE OF TERRITORIAL ADMINISTRATION 


Even when Russia was still a Federal Republic within the Soviet Union, its 
Supreme Soviet initiated a reorganization of the territorial administration. For 
the first time since 1917, a distinction was introduced between the state and 
the local administration. The Soviet system postulated the unity of the state; 
thus all territorial authorities, from the regions to the villages, were organs of 
the state. 

The amendment of article 138 of the constitution introduced the concept of 
‘local self-government’ for the levels of districts, towns, boroughs and villages. 
At these levels, 


self-government is exercised by the population through the corresponding local Soviet 
of People’s Deputies as a main link in the system of local self-government, organs 
of social, territorial self-government of the citizens and also local referendum 
assemblies, meetings of citizens and other forms of direct democracy (amendment of 
24 May 1991). 


This constitutional provision replaced the executive committee in charge of 
local administrative services with the ‘local administration’ and its ‘head of 
administration’ who was responsible to the Soviet, which could now adopt a 
critical attitude towards him and towards other civil servants of the local 
administration (article 147). 

The law on ‘local self-government’, adopted by the Supreme Soviet on 6 July 
1991, specifies the structures and organizational principles of activities of ‘local 
organs of power and administration’, the economic and financial bases of 
self-government and the competences of the local Soviet and the local admin- 
istration. But the rules on local resources are still very imprecise and those on 
competences are repetitive for the different levels of administration. 
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The law established the principle that the head of the administration should be 
elected for five years, and should be responsible to a Soviet, also elected by the 
people for five years. The Soviet itself elects a President who chairs its sessions 
and organizes its work. 

The regional level remained a part of state administration. The law on the 
administration of regions and territories by the Soviets was adopted on 5 March 
1992, at which stage Russia was already a full state. The Soviet of People’s 
Deputies is the ‘representative organ’ of state power in the territories and regions 
(article 1.1). The administration of the territory or region is a function of the 
‘executive organ’ of state power. The territory or region must have a statute 
which lays down the constitutional basis for the structure, functions and 
competences of the administration (article 4). In the same way as the law on 
self-government, the law on Soviets and the administration of regions establishes 
the economic and financial bases, the structure and organisational principles of 
their activities, and the competences of the Soviets and of the administration. The 
features are the same: vagueness with respect to the use of regional resources, 
and a list of aims, rather than a precise definition of competences. The head of 
the administration is again elected by the people. 

In spite of the distinction between local self-government and regional 
administration, the same law applies to the election of the heads of administra- 
tion, both in the state administration in territories and regions and local 
administration in districts, cities, boroughs, villages, i.e. the Law of 24 October 
1991 defining the electoral procedures. On 30 September, the Presidium 
of the Supreme Soviet adopted an order on measures for the preparation and 
organization of the elections. These had originally been scheduled for 8 
December, but in the framework of special powers accorded to the President of 
Russia, Boris Yeltsin, by the Vth Congress of the People’s Deputies to fight the 
economic crisis, they were postponed. 


IV THE POWER OF THE PRESIDENT TO APPOINT THE 
HEAD OF ADMINISTRATION 


The failed coup d'etat of 19-22 August 1991 accelerated the introduction of 
head administrators, but by way of nomination rather than by election. 

On 21 August, the Supreme Soviet of Russia decided to establish the function 
of chiefs of administration in the territories, regions, autonomous regions and 
autonomous districts as leaders of the corresponding executive organs and 
successors of the Soviet’s executive committees. Pending the adoption of the 
law on the administration of territories and regions, the Supreme Soviet gave 
the President of the RSFSR the right to dismiss the Presidents of the Soviets 
of territories and regions, and to appoint their chiefs of administration. The 
following day, 22 August, Boris Yeltsin promulgated a decree on ‘problems 
of executive power in the RSFSR’ in which he included the status of the chief 
administrators of the territories and regions. They were to be appointed by 
the President with the agreement of the corresponding Soviet. The decree placed 
the chief administrators within a unique system of executive power, headed 
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by the President of the RSFSR (namely, ‘The President and the Vice-President 
of the RSFSR, the Council of Ministers of the RSFSR, the chiefs of the executive 
power and the Council of Ministers of the Republics within the RSFSR, the 
chiefs and organs of executive power of autonomous and administrative- 
territorial formations, the other civil services of the executive and administrative 
organs constituting the unique system of the executive power in the RSFSR’ 
(article 1, amendment of 30 September 1991). 

These powers of the President have been renewed twice by the Congress 
of the People’s Deputies—in November 1991 and December 1992. The Vth 
Congress, in its decree of 1 November ‘on the organization of executive 
power in the period of radical economic reform’ decided to ‘ensure the stability 
of the system of organs of power and administration of the state in the RSFSR 
in the period of radical economic reform by forbidding general elections 
of representative and executive state organs at all levels’ (article 1). The Congress 
invested the President with the right to appoint until 1 December 1992, in 
agreement with the corresponding Soviet, the heads of the administration, not 
only of the territories and regions, but also of the cities and districts. Two-thirds 
of the regional chiefs of administration were appointed prior to the Congress; 
the remaining third was appointed between November 1991 and January 
1992. 

In the spring of 1992, two chief administrators were dismissed for illegal 
acts and, on 7 August 1992, Boris Yeltsin approved a rule on disciplinary 
responsibilities. In November 1992, the administrator for the Krasnodar territory 
was dismissed after a critical vote in the Soviet. 

In December 1992, the Vth Congress deemed it inappropriate to hold the 
elections of the chief administrators before the elections of the Soviets and 
asked the Supreme Soviet to adopt a law on the procedure of their appointment 
and dismissal. Until the election of the Soviets, it gave the President the right 
to dismiss the head of the administration without the agreement of the Soviet. 

However, the Congress did not like the representatives nominated by the 
President since August 1991. The VIth Congress, in its decree of 11 April 1992 
on the course of the economic reforms, recommended to the President that he 
should not exercise his function of nominating the presidential representatives 
in the localities, given ‘the parallelism of their attributions and activities within 
the constitutional organs of power and the administration’. In spite of the attitude 
taken by Congress, the President appointed and protected his representatives. 
The VUth Congress on 5 December was more forthright: it gave the President 
one month to abolish the institution of representatives. 


V THE FEDERAL TREATY AND ITS IMPLEMENTATION 


When the RSFSR proclaimed its sovereignty, it became formally a federation 
composed of 16 autonomous republics, 53 territories and regions (including 
Moscow and Leningrad which have regional status), 5 autonomous regions and 
10 autonomous districts. During the summer and autumn of 1990, the autono- 
mous republics were also attracted by the ‘parade of sovereignties’: Komi on 
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22 August; Tatarstan on 30 August; Oudmourtia on 20 September; Kalmoukia 
on 18 October; Tchouvachia on 24 October, etc. As already noted, this 
movement was encouraged by Boris Yeltsin 

The Declaration of the State Sovereignty of the RSFSR, adopted on 20 June 
1990 by the First Congress of People’s Deputies, recognized ‘the need for a 
significant extension of the rights of the autonomous republics, autonomous 
regions, autonomous districts and also of those of the territories and regions of 
the RSFSR’, and considered that the legislation of the RSFSR on state national 
organization and territorial administrative organization had to identify the main 
problems preventing the realization of these rights. 

In their own declarations on state sovereignty, the autonomous republics 
went much further. They declared themselves ‘Socialist Soviet Republics’, which 
meant that they wanted the same status within the RSFSR as the 15 federal 
republics within the USSR; indeed, some of them regard as the basis of their legal 
status not the constitution of the RSFSR, but the agreements between the USSR 
and the RSFSR. For example, the Declaration of Bachkortostan specifies that ‘the 
relations of SSR of Bachkiria with the Union of SSR, RSFSR and the other 
republics are laid down by the Union Treaty, the Treaty with the RSFSR, and 
the other inter-republican agreements’ (article 2). 

After almost two years of difficult negotiations, an intermediate solution was 
adopted: a federal agreement between the Federation and its members, whose 
major characteristics were included in the constitution. The federal agreement 
is not the basis of the constitution, as some Republics argued, but its provisions 
have constitutional validity and cannot be modified without the agreement of 
the Republics and the regions. 

The ‘federal agreement’, signed on 31 March 1992 by the Federation and 85 
territorial authorities and approved on 10 April by the Vith Congress of People’s 
Deputies, is, in fact, composed of three different agreements: an agreement on 
‘the definition of areas of competence and attributions between the state organs 
of the Federation of Russia and the organs of power of the sovereign Republics 
within the Federation of Russia’; a second agreement with ‘the organs of the 
autonomous regions, the autonomous districts within the Federation of Russia’; 
and a third one with ‘the organs of power of territories, regions and the cities 
of Moscow and St. Petersburg’. 

The first agreement was signed by 18 Republics. In July 1991, four of the 
five autonomous regions were transformed into Republics, increasing the total 
number to 20. But two of the 20 Republics did not sign the Federal Treaty, 
namely, Tartarstan and Tchetchen-Inguch. In November 1991, the Vth Congress 
did not recognize the elections in Tchetchen-Inguch, and its division was initiated 
by the decision of the Supreme Soviet to establish a Republic of Inguchetia (4 
June 1992) which became the twenty-first Republic within the Federation of 
Russia. 

The Republics of Tatarstan and Tchetchenia wish to stay within the Russian 
Federation, but on the basis of an equal treaty in which the ‘sovereign’ states 
of Tartarstan and Tchetchenia will delegate to the Federation a part of their 
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authority. Negotiations with the central authorities are ongoing. Bachkortostan 
rallied to the federal agreement at the last moment, signing an additional 
clause which gave it an autonomous budget. Negotiations were opened 
between Russia and Bachkortostan to prepare an agreement on ‘complementary 
definition of functions’. 

The Federal Pact (and the corresponding provisions of the constitution) 
distinguish between the unilateral competence and the joint competences of the 
Federation and the three categories of territorial authorities of which it is 
composed. In the field of joint competences, the Federation must not adopt laws, 
but their principles. On these foundations, regions can then adopt regulations, 
and Republics can adopt laws. The range of joint competences with the Republics 
is larger than that with the regions. For example, for both Republics and regions, 
the establishment of general principles of legislation on administration, housing 
and the protection of the environment are matters of joint competence whereas 
judicial organization, administrative procedure, labour, family, and intellectual 
property legislation are within the joint competences of the Republics only. 

The Supreme Soviet continues to adopt laws as before, and the implementa- 
tion of the Federal Treaty is slow and controversial. On 13 August 1992, the 
three Presidents of Tartarstan, Sakha (lakoutia) and Bachkortostan issued a joint 
declaration accusing the federal level of ignoring the legitimate rights and 
interests of the Republics (Izvestia, 14 August 1992; Nezavissimaya Gazeta 15 
August 1992). At the beginning of 1993, the Governor (head administrator) 
of Nini-Novgorod protested against what he considered to be an unfair 
distribution of resources of the state’s budget when it was disclosed that four 
Republics (Techtchenia, Tartarstan, Bachkortostan and Iakoutia) did not pay taxes 
to the federal budget (Izvestia 4 January 1993). 

The Republics concluded bilateral agreements between themselves, the agree- 
ment on ‘friendship and co-operation’ signed on 13 September 1992 between 
Tartarstan and Mari being the first. Tartarstan followed with an agreement with 
Bachkortostan and both are preparing agreements with Sakha Iakoutia. 

Where ethnic conflicts occurred, the central authorities were sometimes 
obliged to intervene with the use of emergency powers. Thus, on 2 November 
1992, the President of Russia imposed a state of emergency in the territories of 
the Republics of North Ossetia and Inguchetia, by the appointment of a 
temporary administration. 

At the end of 1992, the Republics increased their political weight within the 
organization of central power: on 23 October, Boris Yeltsin established a Council 
of the Heads of the Republics, a consultative and co-ordinating body chaired 
by the President of Russia and comprising the Presidents of the Republics or 
Presidents of the Supreme Soviets of the Republics, in case there is no President. 
The Council's task is ‘to prepare the main principles to implement the Federal 
Treaty, taking into account the specific features of each Republic and of the 
state administration of the Federal Republic’. In October, Boris Yeltsin tried to 
use the Council of Heads of the Republics to postpone the VIIth Congress of 
People’s Deputies. In a decision of 14 November, the Council approved the 
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proposal of the President of Russia to establish a multi-lateral working group 
with the participation of representatives of the Republics, territories and regions 
to prepare the laws of the Russian Federation, the decrees and ordinances of the 
President, and the decisions of the government concerning the mechanism 
to implement the Federal Treaty. During the VIIth Congress, the Council 
was invited to participate in proposing candidates for the position of President 
of the Council of Ministers. Thus it is through concerted action that the latter 
hopes to restore its authority over the Republics and regions which have 
managed to avoid the implementation of central power. 


VI GOVERNMENT AND CENTRAL ADMINISTRATION 


Until 1990, the administration of the RSFSR was fully subordinated to the 
administration of the USSR. In many fields, the central administration had direct 
authority over the activities of the territories of the Russian Republic. 

Beginning with the Declaration of Sovereignty of June 1990, the Russian 
government has fought to increase its own power in relation to the Council of 
Ministers and to reduce the competence of the central authorities. At the same 
time, the transition to a market economy led to a reorganization of ministries 
and state committees (for example, the decision of 30 July 1991 of the Presidium 
of the Supreme Soviet of Russia ‘on modifications to the list of republican 
ministries and state committees of the RSFSR’). After the disappearance of the 
USSR, the RSFSR had to absorb its central administration. 

On the eve of the coup d'état of August 1991, the central administration of 
Russia was composed of 20 ministries and 21 state committees (Decree of the 
President of Russia of 16 August 1991 ‘on some problems of the organization of 
the Council of Ministers of the RSFSR’), whose activities were co-ordinated by 
a first vice-president of the Council of Ministers and five further vice-presidents. 
The vice-president, ministers and Presidents of state committees required the 
agreement of the Supreme Soviet to be appointed by the President, on the 
proposal of the President of the Council of Ministers (amendment of the 
constitution, 24 May 1991). On 26 September, the President of the Council of 
Ministers, I. Silaev, left his post and has not been replaced. 

In November 1991, the Vth Congress of People’s Deputies gave to the 
President the right to reorganize the executive power. He decided not to fulfil the 
constitutional obligation of appointing a President of the Council of Ministers, 
but to lead it himself, with the assistance of a first vice-president of the Council 
(Bourboulis) and two further vice-presidents, one for economic policy (Gaidar) 
and one for social policy (Chokin). These four people are supposed to co-ordinate 
the activities of 20 ministries and four state committees (Decree of the President 
of Russia of 8 November 1991 ‘on the organization of the work of the 
government of the RSFSR in the conditions of economic reform’). A third 
vice-president (Chakhrai) was added on 12 December, responsible for legal policy 
and supervision of the administrations in charge of it. 

But during the same period, Boris Yeltsin established his own structures, 


© Basil Blackwell Ltd 1993 


ADMINISTRATION IN RUSSIA 129 


answerable only to him and working concurrently with the Council of Ministers. 
On 5 August 1991, he established the administration of the President firstly by 
an order concerning the supervision of the activities of organs of executive 
power in the regions, and co-ordinating the representations of the President in 
the Republics (14 August); secondly, he put a group of experts in charge of 
analysing socio-economic problems (13 September); and finally, he set up a 
State and Legal Directorate (GPU) for preparing the decisions of the President 
(12 December). On 19 July 1991, he furthermore established a Council of State, 
to which he appoints both ‘state councillors’ and ministers. 

Responding to different social demands, Yeltsin made provisions for various 
services close to the centre of power, namely: a co-ordinating committee for 
the affairs of invalids (5 August 1991) on 19 November 1991, a state 
committee for civil protection, emergencies and the cleaning up of the con- 
sequences of catastrophes; a state committee for the protection of the Russian 
Federation’s economic interests, also under the President of the RSFSR, etc. On 
26 November, even an RSFSR state committee for standardization, metrology 
and certification was established under the President of the RSFSR! On 19 
December, to limit this administrative disorder, five state committees were 
transferred to the jurisdiction of the Council of Ministers. 

But the lack of co-ordination between the Council of Ministers, the administra- 
tion of the President and his councillors, and the absence of control by Parliament 
created political tension with the latter. At the next session of the Congress of 
People’s Deputies, Boris Yeltsin was obliged to make concessions and to lower 
the legal status of his councillors. On 30 November, he abolished the Council 
of State while maintaining the state councillors who, in May 1992, became 
simply the councillors of President G. Bourboulis, who is again the main 
councillor of Boris Yeltsin, and has changed his title five times in 18 months, 
i.e.: state secretary of the RSFSR, secretary of the state council (19 July 1991), 
state secretary of the RSFSR (7 April 1992), state secretary to the President of the 
Russian Federation (8 May 1992), chief of the group of councillors to the 
President (26 November 1992), and finally, adviser without title (14 December 
1992). 

Twice in 1992, on 12 May and 30 September, the President issued decrees 
to instil some order into the central administration (‘On ordering the system of 
state administration’, 12 May; ‘On the system of central organs of the federal 
executive power’; ‘On the structures of the central organ of the federal executive 
power’; ‘On co-ordinating and consultative organs established by the President 
of the Russian Federation, the government of the Russian Federation, the 
ministries and services of the Russian Federation’; ‘On ordering the composition 
of co-ordinating and consultative organs established by the President of the 
Russian Federation’, 30 September 1991). But the absence of a single co- 
ordinating instrument, serving both the President and the Council of Ministers, 
prevented unity of action of the executive power. 

The situation was made still more complex by the fact that the Council of 
Ministers was not the competent institution for problems of security and law 
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and order. The law on security of 5 March 1992 established a Security Council, 
chaired by the President of the Federation of Russia and composed of four other 
permanent members (the vice-president of Russia, the first vice-president of 
the Supreme Soviet, the President of the Council of Ministers and the Secretary 
of the Security Council. The Secretary was appointed by the President with 
the agreement of the Supreme Soviet.) On 8 October, Boris Yeltsin established 
an interdepartmental commission of the Security Council, chaired by Vice- 
President Rutskov, to lead the struggle against crime and corruption. When, on 
23 October, Boris Yeltsin also established the Council of the Chiefs of Republics, 
its secretariat was allocated to the administration of the Security Council. 
Similarly, in December 1992, co-ordination in foreign policy was linked with 
the same council by an interdepartmental commission for foreign policy of the 
Security Council, chaired by the Secretary of the Council himself. The absence 
of a single central body for co-ordination prevented preliminary control of 
administrative acts. In May 1992, the Ministry of Justice was required by the 
President to register the normative acts of the ministries. Of 125 normative 
administrative acts presented for registration since, only 102 were recognized 
as legal. Six instructions, three ordinances and 14 orders were refused registra- 
tion. Some ministries were very slow to present their acts. The State Customs 
Committee first sent its instructions and orders to its local agents and only 
afterwards presented them to the Ministry of Justice for registration. Already, 
four normative acts of the administration have been declared illegal and have 
not been registered. 

The Ministry of Justice is unable to intervene prior to the adoption of 
administrative normative acts to ensure the coherence of the legal system; 
neither is it able to prevent the implementation of illegal acts. Officials of the 
Ministry are convinced that one main condition for implementation after 
registration must be the official publication of an information bulletin or some 
specialized journal. But they can only propose that the government establish 
such a system. 


VO THE CIVIL SERVICE 


Protection of citizens against the arbitrary power of civil servants is a traditional 
problem of Russian bureaucracy; another is the difficulty of implementing 
political decisions in the face of administrative inertia. A new economic and 
political environment — with the introduction of a market economy and the 
disappearance of the Communist Party as the main instrument in the selection, 
appointment and control of civil servants — has radically changed their situation 
and raised new problems which are far from being solved. A particular problem 
is the construction of an honest and flexible civil service, able to fulfil the goals 
set by the government. 

The Law of 22 March 1991 ‘on competition and the limitation of monopolistic 
activities’ forbids civil servants to participate in business activities. This prohibi- 
tion was repeated in the decree of the President of Russia of 4 April 1992 ‘on 
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the struggle against corruption in the system of state civil services’. On 3 July 
1992, the first vice-president of the Supreme Soviet and the first vice-president 
of the government asked the state committee for an anti-monopolistic policy 
to support new economic structures in co-operation with investigations by the 
General Procurator. In May 1991 in Russia, there were already 700 instances 
of direct participation of senior public employees in business activities. Following 
the last investigation more than 2,000 instances of this kind were recorded. 
Studies of the Ministry of the Interior appeared to show that 1,037 were 
combining public service with business activities (S. Filatov, ‘Power and busi- 
ness’, Rossyskaya Gazeta 30 December 1992). 

On 17 September 1992, the government of Russia established a commission, 
chaired by the President of the government ‘to examine the problems and to 
define proposals with a view to fighting corruption in the civil service and 
organizing financial and legal control of economic activities in the most 
important sectors of the economy’. And at the end of 1992, the committees of 
the Ministry of Security and the Ministry of the Interior, in a joint session, 
examined the implementation of the President's decree of April 1992 on 
corruption. They identified 1,331 criminal actions and unmasked 400 people with 
links to organized criminal groups. At the end of 1992, according to the press 
service of the Ministry of the Interior, 3,000 cases of extortion were discovered, 
and 3,000 thefts of varying magnitude. The decree had been violated by 1,168 
civil servants and one in four was fired (Rossisskie Vesti 30 December 1992). 

The general situation in the civil service is a matter of concern to the 
government. As Maskhagomet Alaudinovich Bekov, Head of the General 
Directorate for the preparation of cadres for the civil service (known as 
‘Roskadry’) explained, highly qualified civil servants went into business and 
were replaced by ‘the ignorant, the inexperienced and the dilettantes’ (‘In deficit: 
cadres for public service’, Elconomiceskaya Gazeta 27, July 1991). 

The General Directorate was established by the decree of 28 November 1991, 
to organize the training of highly educated and qualified specialists for federal, 
republican and local organs of power and administration. Its function is also to 
analyse and improve the work of the administration and to draft laws and other 
normative acts concerning the tasks of state organs and administration. To fulfil 
this goal, the government has allocated to the Head of the General Directorate: 
seven centres for training cadres, some branch institutes for improving qualifica- 
tions and a scientific information centre with a printing office. The Head of the 
General Directorate considers his main task to be to introduce into the state 
apparatus new working practices under market conditions. He is directly 
responsible for training the higher civil service: deputy ministers, heads of 
departments and divisions, and for regional centres for the training of local civil 
servants (ibid), 

Roskadry prepared a law on the civil service which was presented to the 
Supreme Soviet on 10 October 1992. The draft was sent back to the committee 
of the Supreme Soviet because of problems relating to the work of the Soviets 
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of People’s Deputies and self-government. It was examined by the Council of 
the Republic on 24 November under the heading: ‘Fundamentals of legislation 
of the Federation of Russia on the civil service’, but several Deputies considered 
that the draft was conceptually flawed and it was rejected (Rossyskaya Gazeta 
25 November 1992). 

The draft tried to establish in the civil service 14 ranks organized into four 
groups: A-for higher civil servants (ranks 1-5); B—for principal civil servants 
(ranks 6-8); C-for responsible civil servants (ranks 9-12); D-for junior civil 
servants (13—14). Civil servants of ranks 1-5 ought to be recruited on the basis 
of the rules established by the constitution, the Supreme Soviet and the 
President; civil servants of ranks 6-12 through competitive examination; and 
ranks 13-14 by the usual labour legislation. The examination should be organized 
by a commission, but the criteria for the composition of the latter are still unclear. 
The draft contains provisions on the obligations and duties of civil servants, 
tules on promotion within the civil service and on the administration of the 
civil service. 

For civil servants effectively to establish a stable apparatus of public admmistration, 

independent of changes of leaders, cabinets etc. and not to be an ‘oprichtchina’, 

involving the whole of society in secret or dangerous entanglements, we must have 
effective democratic laws. Phantoms must disappear from the corridors of power 


concludes Andriuchtchenko, a commentator on the draft (Eugenii Andriucht- 
chenko, ‘Phantoms in the corridors of power’, Nedelja 45, November 1992). 


Vii CONCLUSION 


It was to be expected that administrative transformation in Russia would prove 
difficult. Not only was it necessary to introduce a whole new system of public 
administration in which the civil service would be independent of government 
but also, more generally, to mtroduce completely transformed political and 
economic structures. Moreover, reform of public administration and reform of 
the political and economic system were undertaken almost simultaneously, which 
caused tensions to arise. The negative impact of the political and economic 
reforms on traditional power bases, such as the Soviets of People’s Deputies, 
and on the economic expectations and conditions of the population was such 
that opposition to the various policies quickly arose. The consequence for public 
administration, as has been shown above, was that many attempts at reform 
became subject to the struggle for power between the Russian President, Boris 
Yeltsin, and the Congress. 

The description of the process of administrative transformation in Russia 
highlights a number of obstacles to the effective implementation of policies for 
reforming Russian public administration. In attempting to reform a country’s 
system of public administration, it is preferable to build upon a certain 
degree of political consensus as to what shape such reform should take. However, 
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as the Russian case amply demonstrates, in the absence of political stability, it 
is particularly difficult to reach consensus on the overall direction of the reform 
and on the ways and means of implementing corresponding policies. Even where 
reforms are introduced under such circumstances, compliance is difficult to 
achieve in a prevailing atmosphere of political uncertainty. 

In terms of analysis, it has not proved particularly difficult to identify the 
causes of the crisis in Russian public administration. In terms of prediction, 
however, the degree of instability currently existing in Russia prevents even a 
tentative appraisal of the direction which the reform of public administration 
may take. Until the struggle between the Russian President, Boris Yeltsin, and 
the Congress comes closer to a resolution, any long-term conclusions remain 
elusive. 
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ADMINISTRATIVE TRANSFORMATION IN 
EASTERN GERMANY 


KLAUS KONIG 





I INTRODUCTION 


Public administration is connected with certain concepts of change. The category 
‘administrative reform’ provides a common reference which enables discussions 
to be extended beyond cultural and linguistic barriers (Caiden 1969) Parallel to 
this, the term ‘development’ has often been the subject of attention in 
international debates on administrative matters. Behind this term are two 
concepts for explaining the administration of the Third World. In the first, the 
development of an administration is seen as a transition from traditional patterns 
to new differentiations; in the second, the administration of development is 
mentioned in connection with conditions of resource scarcity. 

However, neither the terms ‘reform’ nor ‘development’ adequately describe 
the political-administrative changes in Poland, in what used to be Czechoslova- 
kia, Hungary, Russia and the former German Democratic Republic (GDR). First, 
the systemic transition which is being tackled is more profound than a reform of 
the public service or the administrative territories in a Western democracy. 
Second, while self-critical words may be heard from Eastern Europe in connection 
with under-development, it would be unfair to put the development deficits 
evident in every industrial state ori the same level as the poverty-related 
phenomena of developing countries. Since categories such as social change or 
modernization do not really help in this context either, it is necessary to seek an 
adequate alternative. A difficulty arises in that while extensive terminology exists 
to describe the transition from capitalism to socialism and the ultimate ‘withering 
away of the state’, there is hardly any concept to describe the reverse 
phenomenon — how to emerge from a socialist system and attain a system of 
public administration appropriate for a contemporary European society (Kénig 
1982; 1991). 

The unification of Germany on 3 October 1990 has made abundantly clear 
that the change in its eastern parts represents not only a regime transition but 
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a transformation of the entire social and economic order and, therefore, 
a transformation of statehood. In this way, the transformation is also a specific 
historical process which cannot be compared with developments in the Third 
World or with modernization processes in western countries. ‘Transforma- 
tion’ —as it is occurring in Eastern Europe — is defined first, as a comprehensive, 
systematic change which, secondly, does not simply and naturally take place 
behind the backs of the historical actors, but is driven by active policies. Thirdly, 
this transformation is characterized by certain similar relationships between the 
old and the new system. With regard to the German case in particular, one can 
refer to the legacy of the Prussian administrative state, on the one hand, and to 
industrialization, on the other. Fourthly, there is a formal-legalistic revolution 
with which to contend (Quaritsch 1992). In principle, the monopoly of the state 
over law and the use of force was not infringed. Socialism was displaced 
peacefully through new constitutional rules, regulations and laws. 

At the centre of this transformation is the principle of statehood. According 
to Marxist-Leninist doctrine, the state was the ‘main instrument’ for bringing 
about socialism. The functional doctrine of the state set out the ideological scope 
of its administrative activities. This included, amongst others, the economic- 
organizational function. Accordingly, the economic system was formed as a plan 
and as an administrative system. For this reason, the transformation of statehood 
also implies the institutionalization of a social market economy (König 1992). 
The same is true for areas such as health care, education, traffic, energy, etc. On 
the whole, the public sector must be defined in a completely new manner. The 
basic principle of the organization of public affairs was the Marxist-Leninist 
maxim of ‘democratic centralism’. Society, economy and state were subjugated 
to the control of the highest party leadership and horizontal as well as vertical 
unity of power existed for the state machinery. In contrast to this, transformation 
means that the separation of the legislative, the judicial and the executive 
functions, as well as the differentiation of federalism and municipal government 
must be established not only as a form of division of labour but also as a political 
differentiation. This list of systematic changes can be extended in many 
respects. 


I THE DIRECTION OF THE TRANSFORMATION PROCESS 


The starting point of the transformation is the ‘real-socialist’ administration as 
it existed in the GDR until 1989. The fact that the term ‘public administration’ 
was not used there should not give rise to concern. Given the principle of the 
unity of powers, the dogma of the unity of decision and implementation was 
inviolable. Thus ‘public administration’ as a term was rejected in favour of the 
term ‘executive-ordering function’, following the pattern of Soviet usage 
(Akademie ftir Staats-und Rechtwissenschaft der DDR 1988). Yet a country 
enjoying the levels of technical and industrial development of the GDR could 
not forgo separation of work. At least, for this reason, a certain institutional and 
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functional differentiation developed between public representations, judicial 
instruments, etc., which made it possible to identify a state-administrative core 
with executive as well as decision-making functions. A separate body of 
administrative law emerged for this area — albeit ever so hesitantly and with a 
number of problems concerning the powers to implement it. 

The prevailing characteristics in the real-socialist administration were instru- 
mental étatism in administrative tasks, the development of cadres among the 
administrative personnel, the afore-mentioned ‘democratic centralism’ within the 
administrative organization and the transmission of the Party's will in the 
administrative process. Consequently, the transformation in the case of the GDR 
proceeded from a complex, and yet historically solid, condition. In contrast to 
other Central and Eastern European countries, including the Soviet Union, the 
political and administrative circumstances were not conducive to change. 
Thoughts on systemic reforms such as ministerial or territorial reorganization 
were smothered immediately. A dynamic contribution from the administrative 
sciences could not be expected, since these were based on authoritative structures 
and had an apologetic relationship with the decisions of Party and state (C. 
Schulze 1991). 

However, even if the starting point for administrative transformation is 
fixed, its end remains uncertain and, as yet, in the future. In contrast to Poland, 
Hungary and other socialist countries, after being brought into line with the 
Basic Law, the constitutional reference points in the German case have become 
the state and administration of the Federal Republic. Nevertheless, even the 
statically regarded public administration of the old Federal Republic of Germany 
cannot be defined as the goal of the transformation, since that is still changing 
within itself. Therefore, we need to continue to examine the past and, at the 
same time, look into the future, in order to reach a classification concerning the 
nominal conditions of the transitory process in our fast-moving present. Using 
the concept of a classical-European administration, an attempt will be made to 
combine both perspectives in determining the direction of the transformation 
process. 

In inter-cultural comparisons, the traditional public administration in Germany 
can be defined as a ‘classical’ administrative system (Heady 1984). It shares this 
definition with administrations in countries such as France and Austria and differs 
not only from administrations in developing or socialist countries but also — 
albeit to a lesser degree — from the ‘civic culture’ administrations of the Anglo- 
American sphere. An important aspect of the similarities is the administrative 
legal culture. In this respect, it is interesting to note how within the legal order 
of the European Community the legal structures of Great Britain, moulded by 
other traditions, are attempting to adapt to the codified continental-European 
legal system (König 1990). These are changes which have resulted from European 
integration. Therefore, the category of the classical-European administration 
combines national traditions with supra-national perspectives for the future and 
shows the direction the transformation of the socialist administration needs to 
take in a changing world. 
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HI FROM INSTRUMENTAL ETATISM TO A LIBERAL 
AND SOCIAL STATE 


According to Marxist-Leninist doctrine, the state in the GDR was the ‘main 
instrument’ for bringing about socialism (Akademie fir Staats-und Rechtwis- 
senschaft der DDR 1984). The scope for administrative tasks was defined 
according to party ideology together with a Marxist-Leninist functional theory 
of the state. Under the socialist administration, domestic functions were especi- 
ally important, for example the economic-organizational function, the cultural- 
educational function, the regulation of levels of work and consumption, and the 
protection of the socialist legal order, socialist property and the socialist rights 
of the citizens (Marxistisch-Leninistische allgemeine Theorie des Staates und 
Rechts 1975). The system-oriented will of the party, then, defined the respective 
‘historic mission’ of the state. Within this functional scope the state apparatus 
had to carry out the tasks of industrial production, maintenance and provision 
of health care, education, etc. (G. Schulze 1991a). In this process, the deductive 
structure of ideology, party decision and state order was often superseded 
by voluntaristic acts of a Stalinist command when defining administrative tasks. 

In achieving the transformation from socialist to classical-European administra- 
tion, it is, of course, important to establish a constitution and a democratic order 
of public tasks. For the transformation of the tasks themselves, the transition 
from central administrative economy to social market economy is characteristic. 
The economy in the GDR was not a self-regulating part of society, but stood 
under the command of the political-administrative system. In accordance with 
the orders of the party, the state made decisions concerning the production, 
circulation, distribution and consumption of material goods. This politically 
inspired, economic-organizational function of the state had to be overcome, a 
task since undertaken by the Treuhandanstalt, which is discussed below. 

It would be insufficient to focus solely on the system-related differences in 
the economy, the organization of labour, and in consumption. Transition to the 
tasks of a liberal and social constitutional state affects all other political areas as 
well — from matters of culture to the health system, from environmental protec- 
tion to social provisions. In all areas, differentiations according to the classical- 
European standard between individual interests, social self-organization and the 
defining power of the state need to be introduced. A differentiated machinery 
of state intervention needs to be put into force. 

In many cases, classical-European administration as compared to socialist 
administration means a reduction of state activities. However, this does not 
imply that a liberal and social constitutional state functions on minimalist 
principles. A high level of state intervention illustrates the welfare state character 
of Western democracies, and such a level of state activity, especially in the case 
of social services, will help the transformation. In the new Länder such activity 
will also lead to the substantial tackling of tasks such as environmental 
protection, urban restoration or public infrastructure. The current lack of 
innovation is visible in many places in the former GDR. At any rate, the high 
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level of service provision in the classical-European administration shows that 
the issue is not a withdrawal of the state but a re-definition of its powers. 


IV FROM ‘DEMOCRATIC CENTRALISM’ TO ORGANIZATIONAL 
DIFFERENTIATION 


A basic principle of the organization of socialist state power was the idea of 
the afore-mentioned ‘democratic centralism’ (Institut für Theorie des Staates und 
des Rechts der Akademie der Wissenschaften der DDR 1975). Originally, it 
was a Leninist Party organizational principle, and later became the doctrine for 
structuring the state. For this reason ‘democratic centralism’ in dialectic reasoning 
has been claimed repeatedly to uphold the firm unity of central leadership and 
planning as well as the initiative of the working people and self-responsibility 
of the economic units and territories. In terms of socialism as applied in the GDR, 
however, ‘democratic centralism’ was a criterion by which to assess to what 
extent Marxist-Leninist power, leadership at the highest party and state level, 
commitment to party decisions, and party and state discipline were implemented 
in ‘the executive-ordering area’ (Kazenzadek 1966). 

In this respect, the state and administration of the GDR were indeed moulded 
in principle by a unity of powers and, in basic doctrine, by a unity of decision- 
making and of implementation. While a certain separation of labour existed 
between legislative and judicial organs, for example, there was no separation of 
powers. In terms of the classical-European administration, however, separation 
of powers between the legislative, judicial and executive levels has to be 
established. A number of steps towards such a goal have already been taken. 
However, further efforts are required before parliamentary and judicial powers 
are established as a means of controlling the administration according to 
democratic and constitutional patterns. The executive needs to become aware 
of the fact that one set of party leaders has not simply been replaced with 
another. 

The principle of ‘democratic centralism’ applies not only to the horizontal 
differentiation of executive functions but also to the vertical division of 
administrative levels (Akademie ftir Staats-und Rechtwissenschaft der DDR 
1984). Federalism and local autonomy are constitutional realities which shape 
the administrative organization of the Federal Republic of Germany, and are 
incompatible with a doctrine of controlling a state from a unified centre. In the 
1950s, the Lander of the GDR and the rest of the traditional system of local 
government were dissolved. Counties and communities became the ‘local organs 
of state power’ and the principles of double subordination applied to territorially 
lower administrations. The implications of this organizational principle for 
regional and local administrations were that executive organs became subject 
to the public representatives by whom they were elected and also subject 
to higher-level executive organs, including those at ministerial level. According 
to official doctrine, this double subordination was intended to secure unified 
leadership by a central state organ and, at the same time, was to provide 
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for the respect of local conditions and requirements by state authorities in the 
territories. In practice, the vertical level proved to be the more important control 
as the standards of higher-level authorities were decisive, even to the extent of 
subjective interpretation and arbitrary intervention. 

Since unification, steps have been taken in the former GDR to establish a 
local level. Here the old socialist administration is now moving into the 
direction of the classical-European administration too. The ratification of the 
European Charter of Local Government in 1985 demonstrated that local 
autonomy is not only a specific German issue; the determination of the 
relationship of the state to the communities in terms of local autonomy is a 
matter of European concern. For the communities and counties in the Lander of 
the former GDR much remains to be done beyond the constitutional solution 
in the area of local and municipal law, public finances and administrative 
performance until an adequate level of autonomy is achieved. 

Of more concern is the European perspective on regional government, 
since decentralization is not a fundamental characteristic of the classical-European 
administrative model. Nevertheless, the historic opportunities for autonomy are 
favourable in a ‘Europe of the Regions’. It is becoming more and more obvious 
that the cultural, social, economic and political resources of a sub-national region 
are better used when forms of self-government are granted as well. Therefore, 
it may be assumed that federalism in its German form is also within the 
perspective of a classical-European administration. With the organizational 
structuring of Brandenburg, Mecklenburg-Western Pomerania, Saxony, Saxony- 
Anhalt, Thuringia, as well as Berlin as a unified city, the state employs regional 
potential which will be of national as well as supra-national benefit. 


V FROM THE TRANSMISSION OF COMMANDS TO RATIONAL 
PROCEDURES 


The basic concept of all procedural and decision-making patterns of a socialist 
administration is the transmission: the transfer of the will of the Marxist-Leninist 
party by the state machinery. Whether respective orders in the GDR were 
system-formulated decisions of the political caste or voluntary Stalinist acts of 
high-level nomenclaturists, it did not change the subordinate structure of order and 
obedience. Nevertheless, an extensive advisory system had been established in 
the Party, and in state, economic and cultural bodies which also applied to the 
administration; namely through advisory meetings of members of ministerial 
councils with regional and county councillors, etc. On examining these advisory 
mechanisms more closely, they may be better described by the term ‘consultative 
authoritarianism’ (Ludz 1968). 

Socialist law could not fundamentally change this situation even to the extent 
that it developed a form of administrative law (Pohl 1991a). According to 
Marxist-Leninist definition, ‘lawful’ was only that which corresponded with the 
will of the working class and its party. The definition of ‘lawful’ drew no 
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reference from matters existing contemporaneously with or even beyond the 
Party (Brunner 1979). Quite simply, a selective use was made of legal positivism, 
in terms of regulations, sanctions, etc. The phrase ‘to lead by law’ demonstrated 
that the main focus of attention was on the instrumentalization of the law in 
order to influence administration, economy and society (Mit Recht leiten 1974). 

Therefore, transformation in this context requires that a structured legal 
system, encompassing a constitution, laws, regulations and ordinances, be 
established and prevail for the administration and, moreover, that this structure 
should not be capable of being rendered ineffective by the decision of a party 
or leaders in power. Using the principle of socialist legalism, Marxism-Leninism 
had developed a decisive doctrine which made it possible for party ideology 
and will to be given preference over written norms at any time. According to 
the historic situation this doctrine fulfilled multiple functions concerning the 
control of legal-administrative matters, including functioning as an opportunistic 
principle, as an interpretive rule, and as a method of control. Such arbitrariness 
needs to be removed through the adoption of constitutionally decisive rules, 
namely: supremacy of the law, reservation of the law, legal methods, interpretive 
principles, etc. 

The socialist administration in the GDR was characterized by a multitude of 
legal cultural deficits (Pohl 1991b; Bley 1991). Transforming this situation 
requires, in the first place, the establishment of a legal basis for an administrative 
jurisdiction; secondly, the assurance for the citizen that not only can interests 
be safeguarded collectively but also that both individual rights and a system of 
individual legal protection exists; and finally, the establishment of the principle 
that administrative law is binding for everyone. 

As with law in the GDR, so too did finance prove to be unreliable in 
controlling administrative decisions (Riese 1970; Akademie der Wissenschaften 
der DDR 1989). Neither the law nor public finances contributed to a satisfactory 
rationalization of administrative decisions. Monetary language did not provide 
clarity in public matters. Rather, both state and administration were typified by 
a predominance of management of material resources over the concerns of the 
monetary sphere. 

This brings us to the Leninist formula of transforming the whole state 
economic mechanism into one great machine, into an economic organism which 
works according to the pattern of hundreds of millions of people guided by 
one single plan. To this effect, the GDR established a people's economic plan, 
which encompassed the social and economic control of the state according to 
materialistic socialist understanding (Hoss 1991). The failure of planning over 
decades—not only at the national level, but also at the level of district, 
county and communal administration—is not only of economic interest but 
deserves special attention in respect of public administration (Rytlewski 1985). 

In replacing this pattern of planning and moving towards the classical- 
European model of administration, (and note that even in the GDR the concept 
of the ‘great machine’ was not fully utilized), a number of changes have to 
occur. It is important that public finances come under technical control: that a 


© Basil Blackwell Ltd 1993 


142 KLAUS KONIG 


valid budget, effective audit control and solid technical planning should be 
established, and that more sophisticated forms of accounting such as medium- 
range financial planning, territorial development, and result and performance 
controls are tackled. Moreover, all of this should be done with the non-Marxist- 
Leninist premise that state and administration cannot solve the problems of 
mankind, that they are not the general agency for happiness on earth. 


VI ATTEMPTS AT PRIVATIZATION: THE TREUHAND EXPERIENCE 


As the states of Central and Eastern Europe leave socialism behind them, they 
have been trying to find a means of achieving the transition from a centralized 
state-planned, controlled economy to a market-oriented economic order. Cur- 
rently, it is not possible to predict which economic ‘model’ states such as Poland, 
Hungary, and Russia will adopt following their respective transition periods 
(Nagels 1991, p. 32). Yet both Marxists and non-Marxists agree that private 
ownership of the means of production — interpreting ownership in the wider 
sense of public law terms — constitutes a key factor to systemic change. Accord- 
ingly, it is worthwhile paying attention to how the difficult process of privatizing 
socialist property is being carried out in such states. Of particular interest in 
this respect is that, in the former GDR, a central institution has been established 
to implement that transformation~the Agency Responsible for Privatising 
Formerly State-Owned Industry in the GDR — more commonly referred to as 
Treuhandanstalt or Treuhand. 

The Treuhand has its origins in a decision taken by the then GDR government 
on 1 March 1990 (Beschluss zur Gründung der Anstalt zur treuhanderischen 
Verwaltung des Volkseigentums (Treuhandanstalt) vom 1 Marz 1990, GB1. DDR 
I, p. 107). On being established, the Treuhand assumed trusteeship over the 
GDR’s national property, the legal responsibility for which lay with a variety 
of business plants, agencies, collective combines and economy-controlling organs 
as well as other business units listed in the GDR national economy register. On 
the same date, an ordinance was passed transforming nationally owned collective 
combines, business facilities and institutions into corporations (Verordnung zur 
Umwandlung von volkseigenen Kombinaten, Betrieben und Einrichtungen in 
Kapitalgesellschaften vom 1 Marz 1990, GBI. DDR I, p. 107). The legislative 
foundation for that radical change was the GDR government’s Act on the 
Privatization and Reorganization of State-owned Property of 17 June 1990 
(Gesetz zur Privatisierung und Reorganisation des volkseigenen Vermögens 
(Treuhandgesetz) vom 17 Juni 1990, GB1, DDR I p. 300), the former GDR’s 
Treuhand Act, so to speak. The Unification Treaty concluded with the ‘old’ 
Federal Republic of Germany on the 23 September, 1990 laid down that the 
Treuhand should continue to exist as an institute directly subordinate to the 
Federal Government. Thus, its equity holdings in the transformed corporations 
are indirect federal government holdings. 

According to the Unification Treaty, the Treuhand’s main function is the 
privatization of state-owned property, as stipulated in section 2, para. 1, of the 
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Treuhand Act (Hax 1992). This includes the following objectives: enabling the 
largest possible number of enterprises to compete effectively, safeguarding jobs 
and creating new ones, assisting the recovery of enterprises and their structural 
adjustment to market requirements as well as promoting the development of 
efficient corporate structures. Beyond these objectives, there is a multiplicity of 
further tasks, ranging from managing property owned by the GDR political 
parties and mass organizations to the rationalization of agricultural producers’ 
cooperatives. 

Two commitments deserve particular attention. The first is that the Treuhand 
must liquidate businesses which are no longer viable. Inevitably in such cases, 
opinions as to the prospects for revitalization of a plant or business will differ, 
provoking conflicts, particularly with those threatened by the loss of their jobs. 
The second commitment is the assignation of property to public ownership, 
mostly in the form of reassignments to communal bodies. Measured by Western 
standards, the local administrative authorities in the former GDR owned 
relatively few communal facilities and amenities and, from nursery school to 
sports and cultural centres, they sponged on the nationally owned enterprises 
and cooperatives. 

At its outset, the Treuhand was regarded as the world’s biggest holding 
company —having some 4 million employees, 40,000 plants and business 
facilities, and a landed property totalling almost 60 per cent of the former area 
of the GDR. As of 1 June 1992, the revenue from privatization totalled some 29.3 
thousand million DM, capital investment commitments reached the amount of 
138.5 thousand million DM, and commitments for employment of 1,169,983 
persons had been made. In particular, the Treuhand paid attention to the 
establishment of small to medium-size businesses, as the de facto elimination of 
that sector of the economy is considered to be central to the GDR economy's 
lack of competitiveness. By the same date, 25,000 items of property of the GDR 
trading organization, 17,000 pharmacies, 550 bookshops, 600 cinemas, etc. had 
been privatized. 

In the light of the strong presence of multi-national concerns in West 
Germany, endeavours were made from the outset not to let the privatization 
of national property develop into a matter between purely German partners. 
Advertisements seeking foreign investors were published all over the world. By 
June 1992, foreign partners had bought 350 enterprises and plant divisions or 
had acquired equity investments in them. This included commitments to employ 
99,277 persons and to make capital investments totalling 10.8 thousand million 
DM. 

Re-assignment of property to local authorities also made progress, as 
many rural districts, cities and other localities submitted applications to the 
Treuhand for such property reassignment. Ownership of a large number of nursery 
schools, sport centres, vocational schools, polytechnic institutions, hostels for 
apprentices, cultural centres, outpatients’ clinic departments, restaurants, hotels, 
water supplies and éngineering services, local public transport services and, 
above all, land for economic activities has been re-assigned to local authorities. 
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Aid for business revitalization was granted by the Treuhand in various 
forms — financial support, loans, guarantees, etc.—in all totalling over 77 
thousand million DM in 1991. At the same time plants employing over 220,000 
persons were closed down. About 1.2 million people are currently employed 
by about 4,500 enterprises in the hands of the Treuhand. In a great many of 
these, serious problems are being faced. The Treuhand is making efforts to 
minimize the social consequences of restructuring by assuring the establishment 
of social compensation plans, by promoting staff qualification programmes and 
by supporting job-creation schemes. Nevertheless, this has not prevented the 
Treuhand from being seen as a kind of negative symbol for the damaging cost 
of transforming the GDR’s moribund economy. 

Systematic change in the former GDR and in the new federal Lander has been 
and continues to be a peaceful process. Neither government authorities nor 
industrial enterprises were taken by force of arms. Although demonstrations, 
token strikes, and symbolic plant occupations occurred, these did not surpass 
the scope of what may equally be experienced in times of crisis in the West 
German shipyards or steel industries. The state monopoly over the formulation 
and enforcement of law was not violated in principle. One may call this a formal 
and legalistic revolution. Accordingly, the task to be fulfilled by the Treuhand 
entails a gigantic legal work, if only on account of the number of cases concerned. 
Given the great pressure of time under which the economy of the former GDR 
has to be transformed into a social market economy, it is clear that such an 
achievement could and can be fulfilled only with a great deal of legal pragmatism, 
albeit pragmatism founded on high legal and executive standards. 

Nonetheless, many fundamental legal issues may be raised relating both to 
the Treuhand's terms with potential buyers and its administration of enterprises 
in a fiduciary capacity. Particularly controversial are decisions to close industries 
viewed as non-viable, and some such decisions have resulted in legal challenges. 
However, a solid assessment of the legality of the Treuhand’s activities awaits 
future treatment from legal historians. 


VII FROM CADRE ADMINISTRATION TO PUBLIC SERVICE 


Finally, there remains the personnel factor in the process of transformation 
(Derlien 1991; König 1992). Through use of the cadre system of administration, 
socialism created its own type of state functionary responsible to the Marxist- 
Leninist Party (Balla 1973; Lipp 1978; Ule 1990; G. Schulze 1991b). Cadres are 
persons who, based on their political and technical knowledge and abilities, are 
commissioned to guide collectives of workers to bring about social processes 
and tasks or, as scientifically trained specialists, to co-operate toward this 
outcome (Ehlert, Joswig, Luchterhand and Stiemerling 1973). A basic qualification 
of the administrative cadre was his political-ideological suitability. While a 
technical qualification appears in the definition of cadre (Glaessner 1977), it 
remained a secondary requirement for state officials, in contrast to the professio- 
nalism required of a civil service. (The latter had been abolished by the Soviet 
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military administration in 1945.) One must imagine a selection mechanism in 
which, from secondary school to earning a university degree, from acceptance 
into an entry-level position in the administration to the attainment of a top-level 
position, political-ideological qualifications took precedence over expertise. Such 
a process can only lead to the systematic thinning out of expertise in 
the higher echelons, no matter how talented individuals may be. 

In Poland, the former Czechoslovakia, Hungary and Russia, the transformation 
of the administration has led to the traditional problem of regime change, i.e. 
old and new faces working in governmental and administrative positions. In the 
case of the GDR, German unification has provided an additional—in some 
respects, an alternative — option to deal with this problem, that being the transfer 
of personnel from West to East German departments. Given the transfer of the 
West German legal and economic system to the East, such an option has also 
proved to be a necessity. Thus, there are three questions to be addressed: first, 
what is there to say about the old cadres; second, how about the newly recruited 
forces from East Germany; and, third, how is the transfer of personnel from 
West Germany to be evaluated. 

Cadres in top-level positions had already left the administration by the time 
the democratic government of the GDR was installed, either because they had 
been dismissed according to GDR law for state officials or they had found 
alternative positions in business or industry, especially in companies of the old 
state economy. The question of taking on or dismissing the old cadres first arose 
with German unification. Both quantitative and qualitative problems had to be 
confronted. Quantitatively, administrative personnel from East Germany were 
needed for the large-scale organization of the state machinery. Numerically, a 
sufficiently large transfer of personnel from the West was not an available option. 
On the other hand, the public service, employing some 2,125,054 persons in 
August 1990, was overstaffed by Western standards (Weiss 1991). Statistical 
comparisons between different administrative systems are difficult to make; 
however, it is noteworthy that in the old Federal Republic 7 per cent, as opposed 
to 12 per cent in the GDR, of all residents have been employed in public service 
(Weiss 1991; Renger 1991). Moreover, the distribution in the GDR was 
unsuitable according to western standards, if only because of the strongly 
equipped workforce of the central administration as opposed to the poorly 
equipped local authorities. 

Problems also arose from a qualitative perspective, given the existence of the 
nomenklatura (Volensky 1980) and the cadres of a Marxist-Leninist-Stalinist 
regime. Transformation was not just a political problem, however. If considera- 
tion is given to how personnel recruitment in the socialist system took place, 
the phrase ‘politicized incompetence’ (Derlien 1991) largely reflects the existing 
state of affairs, namely, that professional qualifications according to western 
standards simply could not be assumed. Although the Unification Treaty laid 
down that ‘in the interest of administration and of employment’ members of 
the pre-existing public administration were to remain in employment, the 
principle was valid only for those administrations which were transferred. If an 
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administrative organization was abolished, a temporary lay-off took place. For 
those who found no further employment, special ordinary and extraordinary 
dismissal rules were applicable. According to these rules, the employment 
relationship could be terminated because of inadequate professional qualification 
or insufficient demand; or because of violations against the principles of human 
rights or the rule of law, or on account of past work for the state security police. 
Since the public service was retained, changes had to be made in traditional civil 
service law and a new category of personnel had to be created, called the 
‘accession civil service’ (Goerlich 1991). As the cadre career was not tied to 
western career qualifications, this new category is based upon a probationary 
period in a job which corresponds to that of the western public service. At 
present, an extensive network of programmes for adjustment training is in place. 

Although specific data concerning the qualitative effect of the transformation 
upon the old administrative cadres exists, there is as yet no overall balance sheet 
of the ongoing transition process. Consequently, the following comments merely 
point to certain trends. Employment in the administrative service in the former 
GDR has diminished at the central state level. In considering such information, 
it should be noted that in the new federal administration no place exists for the 
old ministries of the GDR. By contrast, employment in the regional and local 
administrations, now in the new Lander and communites, has increased. It is 
difficult to provide precise data on members from the cadre administration 
affected by temporary lay-offs. Estimates run between 200,000 and 250,000 
persons. Heads of personnel in central departments have expressed the view that 
a great many of the cadres found employment in other departments, for example 
in the new Lander and labour administrations. The same holds true for employees 
of the old districts. However, there are branch-specific cases: on the one hand, 
the most obvious is the diplomatic service of the old GDR, which has been 
abolished in its entirety; on the other, large enterprise administrations, such as 
post and railways, continue to exist, though here the question of over-staffing 
arises. More than 90 per cent of the employees of the administrative services 
in the former GDR come from the old cadres. Nevertheless, both horizontal and 
vertical mobility exist, and some have had to accept employment in lower grades. 
Even if the nomenklatura has largely been retired, no clear dividing line 
concerning ranks can be drawn. Whereas in the military sector, no colonel or 
general was admitted to the Federal Armed Forces, circumstances in the 
administration vary, especially if the still existing enterprises of the state 
economy are taken into account. Finally, extraordinary dismissals did happen, 
but not on a massive scale. 

One of the problems of recruiting new administrative personnel from East 
Germany results from the effectiveness of the Marxist-Leninist regime in 
suppressing the emergence of a relevant oppositional élite (Derlien 1991). Today, 
access to employment in the public service is open to everyone. Dissidents 
however, were often excluded from higher education, so that their qualifications 
are often below those required for the position. In certain cases, attempts have 
been made to remedy this situation through the use of flexible employment 


© Banl Blackwell Ltd 1993 


ADMINISTRATIVE TRANSFORMATION 147 


laws, but basically one has to depend on the younger generation. With German 
unification, a ‘perpetuation’ of the old personnel relationships was taken into 
account as part of the bargain (Weiss 1991; Lecheler 1991). That may have been 
a suitable reaction to the historical situation. Still, it should not be forgotten 
how many peoples’ life and employment prospects were ruined by an unjust 
system. 

The transfer of personnel from West German to East German administrations 
is a part of our administrative history which deserves closer investigation and 
scientific documentation. That applies both to the first phase of consultation 
between administrators from federal ministries and their GDR counterparts, for 
example in agriculture or labour, and to the second phase of the building-up of 
public administration in the new Lander, which required continuous forms of 
personnel assistance, in which the different administrative levels and branches 
participated, especially through partnerships between Lander or communities, 
co-ordinated through a clearing-office in Bonn (Reusch 1991). Again, some data 
exist for this personnel transfer; for example, in August 1991, approximately 
800 public servants from Nordrhine-Westphalia were in service in the ‘partner 
Land’ of Brandenburg (Meyer-Hesemann 1991). Again, however, no overall 
balance sheet exists as yet, since the process is still ongoing. With this in mind, 
the following may be noted: at its peak, personnel transfer included over 15,000 
persons, with some estimates nearer the 20,000 mark. Personnel distribution 
differs according to the administrative levels, branches and ranks involved. A 
certain concentration of personnel transfer is to be observed at the ministerial 
level in the new Lander. With respect to horizontal differentiation, ad- 
ministrations relating to justice and the interior, including public security, 
on the one hand, and administrations concerned with finance and the economy, 
on the other, account for the bulk of the personnel transfer, a fact which reflects, 
the historical heritage of socialism. Among the career groups, the higher service, 
ie, the highest career group within the civil service, dominates; the advanced 
service is next, whereas middle and lower services are less important (Linde 
1991). 

Such differences can bring about cumulative effects. For example, in 1991, 
the Ministry of Justice in Brandenburg had a Western employment rate of over 
70 per cent in the higher service. In the Departments of the Interior, and of 
Finance and Economics, over 60 per cent of the civil servants came from West 
Germany. Looking at the higher ranks of the administrative élite, it emerges 
that early in 1992, in the Minister-President’s offices of Brandenburg, Mecklen- 
burg-Western Pomerania, Saxony, Saxony-Anhalt, and Thuringia, 15 of the 19 
heads of departments, i.e. more than three-quarters, came from the West, and 
all five offices were headed by West Germans. That may lead to a new dualism 
of ‘Ossis’ (Easteners) and ‘Wessis’ (Westerners), overshadowing the old con- 
frontation between Marxist-Leninist oppressors and the oppressed in the former 
GDR. One therefore has to ensure that the transfer of personnel does not give 
rise to a new feeling of ‘colonial rule’ in the government and administration of 
East Germany. 
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ANALYSING INSTITUTIONAL CHANGE AND 
ADMINISTRATIVE TRANSFORMATION: 
A COMPARATIVE VIEW 


THEO A. J. TOONEN 


I INTRODUCTION 


This contribution presents an effort to develop a public administration perspec- 
tive on the ongoing process of institutional reform and transformation in 
Central and Eastern Europe. It is organized around three rather straight- 
forward questions. The first refers to analytical issues. How should we study 
the subject at hand? We are dealing with a multi-dimensional and multi-level 
reform and transformation process. The Central and Eastern European experience 
has not yet generated any models and theories of its own which might drive 
the administrative analysis. The question is how one could arrive at a theoreti- 
cally orientated perspective to explore adequately the ongoing, multifarious and 
turbulent administrative reform processes, without being unduly biased by 
‘western’ presuppositions and preoccupations (section II). 

The next question is: what may we learn from the developments? Which 
aspects of the administrative reform efforts merit attention from a comparative 
point of view, given the fact that the analyses so far, have been predominantly 
historical, economic and political in nature? What are striking features of the 
historical revolution in Central and Eastern Europe from the viewpoint of 
building a solid administrative system for guidance, evaluation and control 
in the public sector? Such a system, after all, is an indispensable corner- 
stone of the sustained development of the liberal market economies that 
serve as a guide for the ongoing reforms in Central and Eastern Europe 
(section II). 

The observations in this paper refer predominantly to developments within 
the administrative systems of Poland, Hungary and the former Czechoslovakia 
as reflected in the country reports of the national experts represented in this 
volume. Empirical research and standardized data collection on the basis of an 
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explicit public administration interest and a common theoretical framework are 
still rare. This analysis is part of an attempt to explore the topic of administrative 
reform in post-socialist countries and to formulate some issues and research 
questions from an administrative point of view. The third question is, therefore, 
whether we might be able to identify some needs, both in terms of research 
and of prescriptions for public sector reform that merit attention from a public 
administration perspective. Is there, on the basis of the material available, 
anything else that can be said other than the standard prescription that public 
sector management and training are still much needed in the aforesaid countries? 
(section IV) 


II ASSESSING ADMINISTRATIVE REFORM IN POST-SOCIALIST 
COUNTRIES: ANALYTICAL PROBLEMS 


Developments in Central and Eastern European countries are currently rather 
overwhelming and thus not easily categorized. The efforts to reform the 
administrative systems of the countries of the former Communist Bloc are 
dominated by an overall effort to ‘privatize’ state agencies, particularly in the 
industrial production sector. The current attention of scholars and researchers 
in the area of public administration is mainly focused on the question of how to 
‘reform’ the respective administrative systems, which are mostly grouped 
together in one, undifferentiated category. A prescriptive bias dominates: how 
can we improve the system? 

Rice (1992, p. 166) has presented an overview of what should be done to 
bring the public administrations of Eastern European countries into the post- 
socialist era. On the basis of several documents from Hungary, Poland, Romania 
and Bulgaria, he identifies five principles that are likely to guide Central and 
Eastern European societies in building their governments: 


—the retreat from the discredited central government in favour of decentraliza- 
tion and privatization; 

—the improvement of channels of communication between governments and 
their citizens in response to a demand for participation; 

—the creation of a hospitable business environment and an adequate institutional 
infrastructure for a market economy; 

—a concern for public welfare and social justice in terms of services and human 
rights; 

—an efficient government administration at all levels within a setting of public 
review and internal and external accountability. 


With this ‘model’ as the yardstick, Rice (1992, pp. 117-22) identifies a number 
of administrative needs and problems for public administration reform. To 
improve policy making, he primarily emphasizes the need to strengthen the 
capacity for economic projections and the development of strategies. The former 
central planning system was merely a bureaucratic device and not a system of 
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forecasting in a market situation. Most basic statistical and other types of 
policy information are lacking or entirely missing. 

Rice observes that the devolution of significant powers and responsibilities 
to sub-central governments has already advanced considerably, but that this 
radical shift also complicates the reform process in a number of ways. Questions 
about the desired central-local relationship have not been resolved, although 
formal pieces of legislation and local government reform offices have been estab- 
lished — Hungary and Poland in particular display strong activities in this 
field — but actual performance capacities at the local level are still far from clear. 
One of the problems is that, since the state enterprises formerly served as the 
main source of government revenue, a tax management and effective revenue- 
raising system, in the broadest sense, is largely absent. 

Much in the same way, the various countries according to Rice (1992, p. 121) 
have so far largely ignored the need for civil service reform ‘... even though it 
is their civil servants who must implement planned reforms ... Governments 
have apparently not conceived of their employees as a bureaucracy-wide civil 
service’. They have yet to develop comprehensive reform strategies. He suggests 
that to this end central government change agents are necessary. Central 
government directorates should formulate and implement comprehensive action 
plans to overhaul the civil service by (1) transforming the bureaucratic culture 
and organizational structure, (2) introducing mechanisms to assure accountability, 
and (3) expanding training capacity. 

Such prescriptions are not uncommon, but they also raise questions. In most 
Western European countries, the administrative modernization process over the 
past decade has taken the form of a rather incremental approach, but has seldom 
been a centrally steered innovation process (Hesse and Benz 1990; Dente and 
Kjellberg 1988). Available evidence seems to indicate that successful institutional 
development is usually best perceived as an evolutionary pragmatic political 
process using and blending the social and political forces and dynamics within 
the system. 

Comprehensive plans have seldom resulted in the desired administrative 
reforms in Western administrations. Effective reform must largely come ‘from 
within’. Former Eastern Germany is likely to remain the only example where 
the transition from ‘socialist’ to ‘post-socialist’ is being tried in a comprehensive, 
synoptical way on the basis of a complete ‘management buy-out’ and subsequent 
‘reorganization’ of the system. All other countries will necessarily be required 
to make the transition in a more incremental, step by step way. It remains to 
be seen which societies, in the end, are or will feel themselves better off. But it 
is certainly true that, with massive help from elsewhere in the world, the starting 
point for Central and Eastern European countries will be to rebuild themselves 
with what they have. 


Some will find this proposition difficult to accept. The primary task of an 
evolutionary-orientated approach to administrative reform is to provide a solid 
assessment of the actual existing situation, its deficiencies and its growth or 
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development potential. The development in the former socialist countries is, 
however, primarily defined in terms of a process of getting away from the 
previous situation instead of arriving at a desired state of affairs. The label 
‘post’-socialist, as such, indicates a preoccupation with what has been, without a 
perception of what should or will be. The future is left open. 

For all three countries under observation here, a tendency is reported towards 
a degree of ‘over-transformation’ in terms of decentralization and massive 
streams of newly enacted legislation; distrust of the old regime and the rejection 
of both the ‘old’ central planning system and the former cadres, whatever 
their precise role, are identified with it. The people have a better idea of where 
they are coming from than where they are going to. Sometimes ‘administrative 
reform’ has become a goal in itself. Few people within the system — so far, but 
times may quickly be changing—will take the risk of ‘defending’ the previous 
situation, or show an interest that might be perceived as being associated with 
the Communist ancient régime. 

The positive aspects of what was or is might, under the prevailing conditions, 
easily remain unarticulated. For the outsider looking at the situation, it is still 
very difficult to assess the precise nature and accuracy of the criticism and 
cynicism abundantly available with regard to both the past situation as well as 
the ongoing reform processes. The historically distinct character of the ongoing 
developments might imply that analysts have to concentrate on the innate 
characteristics of a transformation process which, from established Western 
theoretical perspectives — and their former ‘Eastern’ antipodes, are ‘unknown’. 
These observations might easily be considered to be ‘too romantic’, ‘too 
optimistic’ or ‘naive’ for a strongly built and ‘modern’ public administration. 
As with developing non-western countries, however, one might envisage 
tendencies towards self-governance and self-administration of parts of the 
society outside the domains which we —i.e. ‘western’ analysists — would norm- 
ally identify and recognize as government and administration ‘proper’. 


The ongoing reform processes can be studied from different administrative 
angles (cf. Toonen 1983; Kiser and Ostrom, 1982; Hood 1991). The economic 
orientation of both the reform efforts and the analysis stresses the need for 
building an efficient and responsive administrative system. With respect to the 
Polish case it is observed that the ultimate result of public administration reform 
is to achieve a pro-citizen mentality amongst the officials and a change for the 
better in society’s attitude towards the administration. An interest in a more 
effective, responsive and responsible administration is the stated purpose of 
many western recommendations. 

As time and developments progress, however, attention has shifted to 
complement a mere concern for economy and responsiveness with a concern 
for cooperation and rectitude in the public sector. Admunistrative scandals in 
Czechoslovakia as well as a growing critique of the Polish government have 
contributed to the awareness that the legitimation and acceptance of administra- 
tive systems rely not only on their effectiveness and efficiency in reaching goals, 


© Ban! Blackwell Ltd 1993 


ANALYSING INSTITUTIONAL CHANGE 155 


but also on the way in which goals are being reached and tasks are being 
accomplished. The achievement of a degree of joint decision making, fairness, 
reciprocity in public obligations and a proper discharge of duties in substantive 
and procedural terms, among the parties involved, are becoming increasingly 
important administrative concerns in the various reform processes. 

The third angle which causes observers to worry and merits attention in an 
administrative analysis, is the robustness and sustainability of the reforms set in 
motion. Not enough attention is paid to the need to build administrative capacity 
to implement and follow through political and legislative initiatives. People are 
becoming frustrated by undelivered promises and are losing their faith in the 
process and the credibility of the operation in the longer term. Almost all 
observers, most explicity in Poland and Czechoslovakia, express their anxiety 
about the danger of stagnation of the reform process and a resultant fundamental 
political instability. There is a clear concern about the ‘constitution’ of the reform 
processes, not only in terms of its legal structure and containment, but more 
importantly in terms of the basic trust and feelings of reliability among the 
general population. 


The different angles represent more or less distinct administrative value systems 
(Hood 1991). They also seem to refer to different worlds of action and 
administrative reform (Kiser and Ostrom 1982). The values of responsiveness, 
goal-orientation and effectiveness refer to the ‘world of operational choice’ and 
the management of day-to-day actions and decisions, within a given framework 
of rules and institutions. Issues of accountability, reciprocity, public obligation 
and procedural legitimation refer to the ‘world of collective choice’ and situations 
of joint decision making, policy formulation and implementation. The sustain- 
ability of the reforms, the question of reliability, trustworthiness and resilience 
of newly erected institutions refer to a concern about the soundness of the 
‘constitution’ of the reform processes. 


1 Multi-dimensional and multi-level problems 

Every sound administrative system will have to satisfy the three different value 
complexes at more or less the same time. The different value systems and 
underlying questions apply not only to stable liberal democratic market econo- 
mies, but to transitionary systems as well, as the various reports clearly indicate. 
The only difference is that in stable situations and institutionally well developed 
and established administrative systems the different functions and corresponding 
core values are usually served by more or less separate institutions and 
procedures. They are conventionally studied and evaluated accordingly by 
different theories and disciplines. To simplify: constitutional courts deal with 
constitutional issues, policy makers and legislatures deal with questions of 
collective decision making, and public managers, executives and civil servants 
deal with operational issues. Each type of issue requires more or less its own 
consideration, logic and approach. Constitutional questions are different and are 
therefore separated from operational management decisions. 
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The analytics of the ongoing transition process in Central and Eastern Europe 
are much more complicated than in more stable environments. The complexity 
and turbulence of the reforms are caused partly by the fact that, with respect 
to any concrete decision or development, almost all dimensions have to be 
considered at the same time. This often causes the different value systems to 
be in conflict and to overload any specific situation with analytically rather 
different considerations. Decisions on privatization, for example, serve in 
the Central and Eastern European countries different value systems at the same 
time. Privatization is defended for reasons of efficiency and economy. But 
privatization is also aimed at bringing about ‘constitutional’ changes in, for 
example, the economic or property rights structure. In the case of ‘re-privatiza- 
tion’ or the restitution of private property to former owners, the ‘constitutional’ 
and ‘operational’ considerations are further complicated by questions of equity, 
fairness and rectitude. 

On the other hand, efficient privatization at the operational level presupposes 
the existence of a market-like infrastructure (property rights, banking systems, 
public enforcement agencies, etc.) at the ‘constitutional’ level. The difference in 
meaning of privatization within the various perspectives, implies that western 
knowledge and expertise in the area are often not easily transferable. Where 
Western efforts to ‘privatize’ in say Britain are usually aimed at increasing the 
efficiency of the economy, privatization efforts in Central and Eastern Europe 
are largely aimed at constructing a market system. This strongly limits the 
lessons that British ‘privatization’ may hold for Central European countries. 
Other examples come easily to mind: many Western business firms and 
companies are interested in ‘privatizing’ firms or factories in one of the 
post-socialist countries precisely because these occupy a monopoly position. 
The ‘hospitable’ part of the business environment in the post-socialist countries, 
is ‘constitutionally’ just the opposite of what the privatization philosophy entails. 

The confusion of the various dimensions and levels of analysis is also reflected 
in proposals to privatize public transport ‘because the government can make no 
profit out of it’. Instrumental operational considerations often dominate constitu- 
tional questions. Constitutions, legal procedures and courts, on the other hand, 
are given a role in the operational management of the political process. This 
might be understandable in the short run, but the constitutional rule of written 
constitutions and independent courts might easily be evaded, if not threatened, 
when they are systematically drawn into solving policy and operational issues. 
Developments with respect to the role of the Revisional Chamber in the case 
of Hungary provide a case in point. 

The reason that courts become easily involved in the world of operational 
action and collective choice has to do with their well-developed organizational 
and operational skills and capabilities. However, operational capacities within the 
system are sometimes easily overlooked because of veiling ‘constitutional’ 
contexts. The problem, for example, is not that people in the post-socialist 
countries do not know how to compete or how to deal with ‘competitive and 
market-like situations’. They have always been competing: not for the favour 
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of clients or citizens, but for suppliers of goods and services, their party bosses, 
government officials, etc. A desired capacity comes often in a different guise. 
Instead of writing off whole ‘lost generations’ in the respective countries, one 
may try to find ways to organize the institutional infrastructure and the relevant 
policy incentives away from hierarchy towards a responsiveness by which people 
can and will learn to apply their already existing competitive skills in the new 
(constitutional and policy) setting. 


2 Framing and reframing 

Whether we like it or not, the existing situation in Central and Eastern European 
countries requires an analytical capacity in which, in principle, it is possible to 
‘think the unthinkable’ and, potentially, recognize ‘the efficiency of inefficient 
approaches’. We need a sufficiently broad theoretical view and analytical frame- 
work. The topical issue in western public administration and organization and 
management sciences, i.e. to be able to (theoretically) frame and reframe the 
administrative problem at hand from various perspectives, is particularly relevant 
in the present case. ‘Foreign models’ and experiences are valuable and inspiring 
for the various countries, but cannot be applied directly and without modifica- 
tions. 

In Taras’s opinion’... it is better to fight against the causes of existing evil, 
than to search for a hypothetical good’. Indeed, we do not need a model to 
guide us in ‘the search for a hypothetical good’, but — apart from empirical 
evidence — an analytical and theoretical framework that allows us adequately to 
conceptualize the various dimensions of the complicated multi-level and multi- 
dimensional reform process at hand. The starting point of such a framework has 
to be that the market economy is only ‘free’ within a public and legal set of 
enforceable rights and constraints (Riker and Weimer 1992). Privatization 
presupposes a very elaborate and collectively maintained and publicly enforced 
“economic constitution’. The success of introducing the mixed-market economy 
critically hinges upon the development of a reliable public infrastructure in terms 
of legal systems, regulatory agencies to safeguard competition, promotional 
agencies for economic and regional development and for scientific and techno- 
logical development, as well as the exploration of potential markets for export 
and of the provision of some kind of basic welfare administration. 


IM ADMINISTRATIVE REFORM IN CENTRAL AND EASTERN 
EUROPE: COMPARATIVE OBSERVATIONS 


From a comparative point of view, there is at least one point that cannot but 
surprise any Western European administrative observer when he looks behind 
the curtains of the formerly ‘centrally planned’ administrative systems of Central 
and Eastern Europe. Employment rates in public administration and particularly 
the segment identified as ‘the civil service’ are extremely difficult to compare. 
But the reported figures of, for example, Poland, with a total of 158,000 civil 
servants of which 53,000 are employed at national level and out of which about 
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10,000 work for the central ministries, are somewhat surprising for an outside 
observer. Rice (1992, p. 121) equally observes that compared to western 
standards, the central government civil services in Eastern Europe are surprisingly 
small, with staffing levels in government ministries ranging from 8,000 in 
Hungary, to 25,000 in Romania. 

Lack of accurately defined comparative data means that it is hard to draw 
firm conclusions. Many services are conducted outside the ‘proper’ civil service. 
A surprise reaction is unavoidable, however, if one recollects that a relatively 
small country like the Netherlands has over 150,000 national civil servants 
without ever having had the ambition to be a centrally planned economy. Indeed 
it gives rise to the counter-intuitive thought that ‘... rather than looking for 
ways to streamline these core civil services, the countries of Eastern Europe may 
need to consider strategies to expand and improve them (Rice 1992, p. 121).’ ` 

Experiences like these underline the fact that it would be difficult but very 
necessary and profitable to probe into the comparative facts and figures and the 
‘nuts and bolts’ of comparative administrative systems and civil service reforms 
in Eastern European countries. Obviously the required retrenchment policies 
have to mean something else than the ‘downsizing’ of the civil service which 
is the main definition of reducing government intervention in western countries. 
If the figures are at all comparable, then, also from a comparative ‘western’ 
point of view, the charge of excessive outlays on public administration in terms 
of money and personnel are part of a misconception. In some cases public 
administration will have to grow instead of diminish. 

It also means that one has to rethink the ‘off hand’ initial prescription that 
administrative modernization in Eastern Europe would imply the mere decen- 
tralization of administrative systems and the handing over of power from the 
central to the local authorities. Looking more closely at the situation in the 
different countries, one sometimes gets the impression that the real problem 
was that not only were there no local authorities, but, even worse, initially there 
was hardly any effective central power to hand over to them. 

In one of the initial comparative assessments of administrative developments 
in Central and Eastern Europe, Hesse presents a somewhat gloomy overall 
analysis. The shared characteristic of the transformation process of these 
administrative systems is the development from a one-party rule to pluralist, 
multi-party systems with democratically elected and accountable governments; 
the principle of ‘democratic centralism’ is being abandoned in favour of the 
deconcentration and decentralization of political power under the rule of law; 
and it is universally accepted that administrative effectiveness, efficiency and 
flexibility need to be increased. According to Hesse (1991, p. 199) 


.. the task of modernizing public administration goes much beyond ... responsibili- 
ties in the majority of the industrialized countnes of the Western hemisphere. The 
challenge with which public administration is faced 1s to redefine its role in society, 
or, more concretely, its relations with politics, the economy and the civil communi- 
ty ... Admunistrative restructuring and reorganization must be pursued with the same 
vigour as political and economic reforms, and they require a similarly sustained 
effort. 
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The situation varies, however, from country to country. There are no standard 
solutions. 


1 Czechoslovakia 

Czechoslovakia witnessed the quickest ‘velvet revolution’ of all countries, but 
in a way the two Republics are now lagging behind in modernizing their state 
structures. Despite the fact that much energy has been absorbed by trying to 
concentrate on resolving fundamental constitutional problems, one should not 
overlook another important explanation. The Communist regime in Czechoslo- 
vakia was amongst the most strict and conservative, particularly since ıt 
suppressed the ‘68 liberalization movement. They also stayed in power to the 
very last minute, until at the end of 1989, the regime gave way to a surprisingly 
swift take over. 

Soon after the take over, several ministries were abolished in an effort to 
reduce central state control over the economy, but perhaps also to take away 
power from the federal government. New institutions were created for revitaliz- 
ing the economy. Over the following year the entire federal state system has 
come under consideration. Federalization, or rather efforts in favour of its 
realization, had already led to a transfer of powers and responsibilities from the 
federal level to the Republics. Local government had already ceased to be part 
of the state administration. Discussions and ongoing constitutional and admin- 
istrative reforms became burdened if not entirely stalled by the long-standing 
historical distinctions among Czechs and Slovaks and inherent centripetal 
tendencies. 

The breaking up of Czechoslovakia may be understood as a classic case of 
the struggle between autonomy and influence or co-determination of the 
component parts of the state, ın this case the Czech and the Slovak people. The 
striving for ‘autonomy’ by the Czech and particularly the Slovak Republic goes 
back a long time in history and has more often been dealt with, but not resolved, 
under the Communist regime by mere repression. The division of the territory 
by the Czechs and the Slovaks originates in the 1970s and the changes of 
November 1989 merely serve to expose them. More than a dissatisfaction with 
the old regime, the striving for autonomy, particularly by the Slovaks, seems 
to follow from a distrust of the centre over joint decision making; the central 
authority of the Federation has long been seen not as a centre of decision 
making but as being dominated by one of the two component parts, the Czechs. 
In addition, the Slovaks were more adversely affected, economically speaking, by 
the administrative transition. Their economy had faired relatively well under the 
Communist regime, being the regional centre of heavy steal (arms) industry. 

The continued striving for ‘autonomy’ by both parties was caused less bya 
dislike of the ancient regime, than by the fact that the federal structures were 
invariably not perceived by at least one of the participants (the Slovaks), as just 
or fair with mutual administrative arrangements for joint decision making. This 
rift could be exploited by conservative forces aiming at strengthening their 
regionalized power bases. 

The outside world might have tried to prevent the developments by giving 
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selective and ‘velvet’ support to those symbols, institutions, projects and persons 
representing the remaining world of collective choice. Perhaps President Havel 
might have been more effective in building joint decision-making structures, if 
at the operational level he had something more to offer than a relatively 
widespread trust in his personality and charisma. 

The striving for ‘autonomy’, ie. the separation of the Czech and Slovak 
Republics, might actually stabilize the situation and need not result in a total 
stagnation and conflict of the reform processes in the two Republics. Experiences 
in Spain and Belgium come to mind, where the granting of autonomy has 
stabilized the ‘constitutional’ situation, thus opening avenues for pragmatic joint 
policy making in the operational world of action, thus gradually contributing 
to efforts to talk from ‘community to community’ and to try to develop different 
and mutually acceptable forms of co-operation. 

The process of (con)federalization, and eventually the breaking up of the 
Federation in January 1993, has complicated administrative reform efforts 
primarily because it absorbed most of the political energy. With all the attention 
concentrated on various constitutional issues at the federal and state level, the 
two Republics now both face the need to build their structures for joint decision 
making and effective operational management within their newly established 
states. Particular attention has to be paid to developing integrative institutional 
arrangements at the intermediary levels between the national and local levels 
of the two Republics. Operational administrative capacity to deal with the 
implementation of a stream of legislation seems required, with a view to 
enforcing agreed legislation, but also towards injecting realistic and feasibility 
considerations into an otherwise somewhat inflationary legislative process. 


2 Poland 

In Poland, the most notable developments are perhaps the (re)establishment of 
a system of democratic local government and the seemingly stagnating reform 
processes, due to institutionalized (should one say bureau-political?) rivalries and 
conflicts among the major institutional and political actors that comprise the 
national government. Both the functional and the territorial institutional differ- 
entiation entails a sharp break with the previous system of uniform, hierarchial 
and highly centralized state administration. This is true, despite the fact that, 
for example, centrally appointed governors of the (regional) voivodships still 
perform substantial supervisory functions. 

At the national level, crumbling identification within the ranks of Solidarity has 
not been very favourable for designing and implementing a comprehensive plan 
for civil service reorganization. Nor has it been replaced by other integrative 
forces, although sometimes informal networks of civil servants are thought to 
be able to take over that role and act as an integrative force ın a rather 
fragmented governmental system. It is questionable whether a strong presidency 
will be able to overcome the problems. From the outside, it sometimes seems 
as though the main problem is not so much the highly plural political game 
which is being played, but the lack of appropriate rules for the game of pluralistic 
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politics. The game has to be played with inadequate constitutional, political and 
cultural rules for the game of consociational politics and joint decision making 
which is based upon accommodation and mutual adjustment. 

In Poland it is equally observed that the conflict between ‘autonomy’ and 
‘co-determination’ among rival political factions is resulting in stagnating 
reforms. Some maintain that one might even have to await the return of political 
stability in order to be able to make some progress. The ongoing difficulties do 
not start from scratch either, and need to be understood in the light of the 
reforms of the years of Communist rule. The difference with Czechoslovakia, in 
terms of our comparative framework, is that the difficulties originate at another 
level or institutional world of action. The inertia, paralysis, incompetence, 
bureaucratism, arrogance and corruption, as observed by country specialists, 
seem to originate less in the world of constitutional action and more in the 
world of collective choice. Although the problems may spill over into a 
constitutional crisis in terms of sustainability, trust and the break down of the 
system, the observed problems at the operational level of government seem to 
be particularly caused by problems at the level of joint decision making. It is 
noticeable that the once-held fundamental principles of legality, justice, and 
equality of opportunity are more and more questioned. Letowski therefore 
prescribes a basic code of administrative conduct, rules of a moral nature such 
as that the agency does not lie, does not prevaricate, keeps its promises, behaves 
honestly and decently. The values of the world of collective choice and joint 
decision making deserve attention owing to the lack of effective institutional 
arrangements to that end. 

The problems of the actual legislative process, and the civil service or local 
government reorganization and decentralization exemplify the problems of joint 
decision making surrounding contemporary Polish administration. Within the 
institutionally and politically fragmented system the historical development has 
led to a situation in which the administrative hierarchy is missing and—more 
importantly — one in which little or no constitutional provision for conflict 
resolution and will formation has yet been developed. The great speed of 
legislation, the problem of the binding nature of ‘ministerial law’, the use of the 
legally wrong ‘tools’ for dealing with citizen affairs (instructions instead of 
statutes), the way in which ‘emergency powers’ are being demanded and the 
administrative battles between government, ministries, Parliament and President 
are all serious threats to the future development of the system. 

At the same time the problems all sound familiar. The system of joint decision 
making in Poland displays in an extreme and enlarged form all the problems of 
ministerial collegial government which can also be found elsewhere. The Council 
of Ministers is obviously too weak to act as an integrating force, and the same 
is true for the President and Parliament which have not been able to tip the 
balance to either’s advantage. Where a collegial ministerial and cabinet system 
already creates serious problems of interdepartmental co-ordination, this is a 
fortiori true for Polish government, where the informal culture and routines of 
consociational and consensual politics and administration have also had no time 
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to develop. In such a system the ‘hands-on manager’ who is politically pressed 
to undertake activities and ‘solve problems’ is almost forced to use whatever 
means are available within the existing situation. The goal starts to justify the 
means. Achieving results becomes more important than the way in which these 
results are achieved, which often leads to counter-productive outcomes. 

The abuse of legal ‘instruments’ by goal-directed politicians, keen to score, 
is, in such a context, a familiar phenomenon in other administrative systems as 
well. In the operational world of action, the law is a binding act and therefore 
a vehicle for resolving problems of administrative uncertainty and incoherence. 
In such a system emergency powers may also provide a temporary solution, 
but are likely to be used instrumentally for too narrow and ad hoc purposes 
since they do not rest on a broader constitution which ensures the use of the 
special mandate for a broader purpose, thus eroding the ‘instrument’. The desire 
for interministerial co-ordination or even a ministry for home affairs or the civil 
service centrally to direct the required reforms is predictable from a comparative 
perspective. From the experiences of other systems with collegial administration 
it is to be expected, though, that these will not do the job, since ‘co-ordinating’ 
ministers very often acquire the responsibility but seldom the power to 
co-ordinate their colleagues. The reason is simple: such a provision would erode 
the principle of collegial ministerial government since one of them would become 
the superior. 

Experience with hierarchical non-consensual reforms — as in for example That- 
chers UK -suggests that a strong commitment from the Prime Minister is 
necessary to implement radical administrative reforms. The question is, however, 
whether such a centralized and non-consensual reform would fit in the rather 
diverse Polish political structure and culture and would generate enough support 
to last in the long run. In this case, outside instigation of a sustained but 
incremental and more consensual reform process could take the form of exerting 
external pressure on some strategic operational goals so as to force opponents 
into joint action. For a while an outside community like the EC could play the 
role of ‘external coordinator’, by generating pressures that indirectly and 
directly require goal-driven opponents to co-operate and co-ordinate their 
activities vis a vis the common (external) challenge. In the process, one might 
be able to generate sustainable, reliable and robust ‘constitutional’ routines, 
procedures and techniques for mutual problem solving. 

Offering a perspective on future economic co-operation with the European 
Communities in exchange for the requirement to meet European financial and 
economic standards might provide such pressure and ‘external co-ordination’. 
The promises of the European integration process have more often, and for 
several EC countries, turned out to be able to integrate and coordinate 
fragmented national decision making and foster effective informal co-ordination 
and mutual adjustment at administrative and political levels. 


At the subnational level of the Polish administration, decisions are needed 
concerning proper relationships between various public and private actors. The 
regional government level has to be defined either as some kind of prefectorial 
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system, which is responsible for the co-ordination of national executive functions 
in the region or as a territorial council which represents certain regional interests 
and may act as a partner in carrying out state functions as well. A mixed 
model — on the basis of comparative experience — would not be a bad solution for 
shaping complex Polish intergovernmental interests. But clarity about the role 
of regional government seems warranted. 

The problems of local government seem to originate particularly in the 
operational world of action. Legislation has been issued. The problems reported 
indicate that a degree of politicization and ‘confessionalization’ of administration 
is frustrating its operations. From a comparative perspective it might be helpful 
to point to systems such as the Netherlands or Belgium and Italy where local- 
state-Catholic Church relationships were a prominent feature of the local 
government organization. Given the Catholic principle of ‘subsidiarity’, local 
authority in these systems usually means more than simply ‘local government’. 
In the Catholic administrative doctrine a network of non-profit ‘privatized’ 
subsidiary organs may play an important role in carrying out local state 
functions. In that case a different concept of ‘local governance’ instead of ‘local 
government’ is called for. It has not prevented the development of strong local 
administrative systems in countries facing similar social features. 

The politicization and party-political appointments in the local administration, 
again, exemplify a lack of trust in joint decision-making institutions and will not 
easily evaporate. Rather than criticizing the practice, one might consider the 
creation of institutionalized opportunities for political appointments in the higher 
ranks of the local administration while basing the award of these positions strictly 
on the grounds of merit. 


3 Hungary 

The most stable progress, so far, seems to have been made in Hungary, which 
has the longest history of market-orientated reform experiences. The legal 
foundations for a pluralist liberal democracy seem to have been laid. The most 
basic and also controversial change in Hungarian public administration concerns 
not so much the internal national government organization, but its relationship 
with the other levels of government. In 1990, the legal conditions for far- 
reaching regional and local autonomy and self-government were created as a 
reaction to the democratic centralism of Communist rule. Local and regional 
administration have been put under the control of elected councils. As elsewhere, 
the durability of reform of economy and public administration 1s threatened 
most by a stagnating economic development. 

In Hungary, the administrative modernization and adaptation to a liberal 
market economy seem to be relatively well under way. The problems which are 
reported may be identified in terms of the ‘operational world of action’: the 
goal-directedness, the economy and the frugality of the system. A flood of 
legislation is being observed, to the extent that one may wonder about its 
effectiveness, suitability and enforcement. This is true, despite the fact that an 
equally abundant number of deconcentrated state services for supervising the 
implementation of national legislation has emerged in the region. 
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The relative success of developments so far seems to be due to the fact that 
the Hungarians entered the modernization process at the end of the 1980s ‘with 
their feet down running’. Again the roots of current developments are to be 
found in the past under the Communist regime. The ‘Hungarian secret’ seems 
to consist of three pre-existing conditions. First, already in the 1960s and 1970s, 
Hungarian government implemented a local government reform characterized 
by scale-enlargement and decentralization. A relatively strong local government 
system and the determined application of it is an important feature of the 
ongoing reform and modernization process. Secondly, even under the central 
planning of the ancient regime, Hungary used to be the regime most liberated 
from central planning, including as many liberal-economic elements as was 
politically possible. The Leninist-state and economic system was liberated 
to the utmost degree. Finally, Balazs observes that, just prior to the transforma- 
tion, a new generation of bureaucratic ‘mandarins’ — technically well skilled and 
politically with a low profile — had risen to a position just below the top. When 
the established ministries were politically beheaded they were ready and able 
to take over, thus limiting the human resource problems which faced so many 
other administrative systems when faced with changes of regime. Thus a 
situation emerged, which is quite the opposite of Czechoslovakia, where 
leadership had to be brought in from the outside and was confronted with an 
administrative system which had not been reformed at all and needed to be 
fully ‘reorganized’. 


The ‘re-emergence of history’ gives rise to all kinds of differential institutional 
logics and developments. It is this continuity, not the quick shift (‘big bang’) 
which has brought about what seems to be the relatively most stable ongoing 
reform process in the direction of a liberal market economy. The main problems 
in Hungary are being created by the decline of economic resources due to the 
economic stagnation following the transformations which revealed the gross 
inefficiencies — both economically, as well as in terms of human and environ- 
mental resources — of the previously ‘centrally planned’ economies. The trust of 
citizens in the transformation has been undermined by the fact that the reforms 
have not resulted in an immediate increase in welfare, but rather the contrary. 

Also in other areas the arrangements for joint decision making and collective 
action among different administrative units are under pressure. Intergovern- 
mental relations now seem to suffer from an initial tendency to move away and 
by-pass the county level which under the ancient regime performed many disputed 
intermediary tasks. This has left an institutional vacuum which is still not 
properly filled. In aspects of local government one may observe the tendency 
to feel the shortcomings of overstretched concepts of local ‘autonomy’ and a 
move back to stressing the need for developing adequate interrelationships 
among different planes of government. 

The most fundamental problem the Hungarian administrative system seems 
to face, however, is the alienation of citizens and the lack of civic interest in 
participating in elections and other forms of collective choice procedures. 
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Western nations may learn from the historical developments in Central and 
Eastern Europe that states do not easily lose the diffuse, general trust and 
confidence — regime legitimacy — of their citizens. Once it is lost, however, the 
impact is dramatic and it will be difficult to get it back. A regime shift is a 
necessary, but not sufficient measure. Regaining this trust primarily requires time. 


IV ADMINISTRATIVE REFORM IN CENTRAL EUROPE: 
CONCLUSIONS 


What conclusions may one draw from the previous analysis? One may want to 
take issue with the observation that ‘...all the same, public administration 
across these (post-socialist) countries is more notable for similarities than 
differences both in its shortcomings and the stages of reform’ (Rice 1992, P- 
117). Administrative reform never starts from scratch. The analysis provided 
here suggests that there is no watershed or ‘big bang’ between the Communist 
and post-Communist era from the viewpoint of the recreation of an effective 
public administration system. The relative advantage (of Hungary) and dis- 
advantage (of Czechoslovakia) in terms of the ongoing reform process, are clearly 
rooted in events, preconditions and decisions sometimes dating far back into 
the history of Communist rule. 

Given the magnitude of the changes and transformations at the end of the last 
decade, the degree of continuity and influence of the past comes as somewhat 
of a surprise. The ease with which countries seem to adapt to a capitalist mode 
of production so far seems to be determined as much by the historical 
circumstances during the Communist era as the decisions of the post-socialist 
reformers. 

The common challenges which the different countries face entail at least the 
disentanglement of public administration and the civil service from party bu- 
reaucracy and membership. Whole sections of the administrative systems, 
previously responsible for the ‘democratic centralism’ of the centrally planned 
and controlled economy, are being eliminated, while, at the same time, new 
administrative capacities for economic market development have to be created. 
Planning and monitoring procedures need to be reorientated from the imperial 
categories of the internal ‘central plan’ towards external performance and public 
service delivery. Effective mechanisms for the protection of citizens against 
arbitrary or unlawful actions by administrators need to be installed. 

In coping with these challenges, the systems have to deal with various puzzles, 
Removing civil servants closely connected with the previous Communist regime 
(as in Poland and Czechoslovakia) is prone to the accusation of politicizing public 
administration under a different label. Neither will the ideal of liberal democracy, 
based on the rule of law, feel comfortable in the company of a requirement that 
civil servants are not allowed to be members of a given political party, even if 
this is a Communist party in name. 

Perhaps some new talents may be drawn into the civil service. Resources for 
attracting new people are scarce, not only in terms of pay, but also in terms of 
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all other kinds of incentives: prestige, image, infrastructure. This is not only 
because the private sector has so much more financial appeal. Just as important 
is that, again contrary to what one might have expected under Communist 
rule, the admimustration and its employees were treated as a necessary evil 
which would vanish when the state was transformed into Communist self- 
government. Quite different from what one might expect from a ‘state-oriented 
system’ of government, employees were already in low esteem before the 
changes, had the least protection by the state and were not respected by the 
citizens. 

One has to find ways to restore pride and self-esteem in relation to working 
for and within the public sector. The existing rank and file members of the 
different civil service systems, which have been trained, recruited and socialized 
under a completely different set of bureaucratic and decision-making premises, 
will have to go through a time-consuming and difficult process of adaptation 
to the changing role of public administration in their societies. 


In several cases, the danger sometimes seems to become more acute, that 
economic developments might not give the Central and Eastern European 
countries quite the time nor the incentives necessary for such infrastructural 
changes. There is little possibility of ‘buying-off’ frustrated interests. The 
redistribution issues which are inherent in any reform process have to be resolved 
in the present context of declining resources or, at best, in the short run, 
stabilizing resources. This often turns the reform efforts into a zero-sum or even 
negative-sum process. The call for strong political leadership to avoid chaos is, 
internally and externally, potentially dangerous. This is particularly true for the 
societies under consideration here. They have not yet had the time to develop 
a basic democratic, self-governing infrastructure. The same applies to a political 
culture and societal reflexes in which strong but checked and balanced leadership 
may develop. 


The various countries sometimes seem to be half way through the reform, 
which results in situations in which the parties representing the conservative 
anti-reform interests may use the already introduced procedures and rules of 
democratic decision making to protect their interests and strengthen their vested 
positions. In one country — Hungary —an ‘incomplete’ constitutional structure 
seems to create fewer difficulties than in another country — Poland — where the 
‘flexibility’ of the constitutional structure owing to lack of appropriate informal 
consociational devices contributes to stagnation and deterioration. 


The retrenchment of state organization, i.e. denationalization, in favour of 
market organization has proceeded to a certain degree, but it is now generally 
considered to have slowed down considerably. Lack of (foreign) capital and 
investors is a frequently mentioned cause. Also, there is still much variation in 
the degree of state influence considered necessary or desirable. Furthermore, 
entrepreneurial skills to run complex, large-scale business organizations are 
almost completely lacking. 

Stagnation of the reform processes and a corresponding destabilization of the 
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political and social situation are explicitly expressed concerns particularly in the 
Polish and Czechoslovakian cases. The initial concern with respect to the 
developments behind the former ‘iron curtain’ was about the ‘rationaliza- 
tion’, ‘decentralization’, ‘administrative modernization’ and the ‘upgrading’ of 
system and personnel. This followed from an understandable, but in retrospect 
clear underestimation of the problems at hand. The main contemporary concern 
is, or rather, should be, that the current developments in the formerly socialist 
countries primarily ask for the capacity for stable and sustainable administrative 
development. Almost all country reports refer to, or reflect, a certain fear of 
social and political destabilization, stagnation of the reform efforts and a risk of 
escalating into potentially dramatic directions. 

Instead of the design of a ‘responsive and efficient system of governance and 
administration’, the situation in the respective countries seems primarily to call 
for the constitution of a reliable, stable and adaptable system of self-governance, 
joint decision making and the corresponding forms of public management and 
administration. Some progress has been made and political prerogatives for 
developing an effective administrative system have been installed. The situation 
is far from stable, however. 


On the basis of their comparative study of politics and society in Western 
Europe, Lane and Ersson (1991, p. 321) conclude that the degree of political 
instability is a function of the perceived (im)balance within these societies, which 
depends on the different social groups and interests in terms of subgroup 
autonomy on the one hand and the influence on national government on the 
other: ‘Political stability in the long run perspective is related on the one hand 
to social cleavages and their conflict implications and on the other to the decision 
making system, in particular to the distribution of influence and autonomy 
between major groups within a society’ (p. 322). 

Lane and Ersson also observe that people and organizations in western 
societies demand both increased institutional and increased individual autonomy 
and that this demand is related to the perceived distribution of influence within 
centres for joint decision making. Citizens and organizations demand more 
autonomy when they experience government as unresponsive, inefficient, unfair 
or unreliable. When channels for co-determination and joint decision making do 
not work or are mistrusted, citizens ask for more autonomy. 

When citizens feels that their activities in a certain field are no longer 
‘autonomous’ they will try to influence government or other institutions for 
joint decision making in which they trust. If such an option is not available, this 
will easily result in a striving for autonomy regardless of the repercussions. 
Others that adopt a slightly different perspective of joint decision making will 
easily perceive this as an unproductive ‘overtransformation’. This is basically 
what, in different forms, has been happening in all the countries under 
consideration here. 


In cases where resources decline and the trust in public and other institutions 
for collective action is low on the basis of past experience, as is the case in 
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present day Central and Eastern Europe, the situation is unstable indeed. It is 
predictable that people will strive for individual and institutional autonomy, 
_even if this autonomy is shrinking too. Granting a certain degree of institutional 
‘autonomy may contribute to the overall stability of the system. Stability does 
not require a ‘strong centre’. The development of several viable, strong and 
trusted collective decision making centres with ample opportunity for co- 
governance by the respective social, political, economic and administrative 
interests might alleviate the pressure for ‘autonomy’ which is anxiously identified 
by the Polish, Hungarian and Czech researchers. 

The collective distress and psychological stress of the individual citizens have 
been reported more than once as important constraints on possible reform 
measures. It is obviously something that needs to be taken very seriously. Indeed, 
there is much more to privatization than economics or legal instrumentality. 
More than to economics, political and administrative structures and processes, 
attention must be paid to the needs and fears of the citizens in the ongoing 
reform process. For more than one reason, it worries me, that as a western 
analyst I cannot easily get to grips with this problem. 
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CONSTITUTION-MAKING IN EASTERN 
EUROPE: REBUILDING THE BOAT IN THE 
OPEN SEA 


JON ELSTER 





I INTRODUCTION 


The present report has two purposes. On the one hand, it aims at enhancing 
our understanding of the momentous political transitions that are currently 
taking place in six core countries of Eastern Europe: Bulgaria, The Czech 
Republic, Hungary, Poland, Romania and Slovakia. (All general references to 
‘Eastern Europe’ are restricted to these countries and to the former Czechoslova- 
kia.) On the other hand, it offers a first step towards the construction of a 
framework for the analysis of the constitution-making process. I begin with the 
latter, more general task, and then proceed towards more particular analyses, 
first of Eastern Europe taken as a whole, and then in some more detail of the 
Polish case. Although the main topic is constitution-making, I shall inevitably 
have to touch on various related matters, notably decisions by the Constitutional 
Courts, party formation, government formation, and electoral laws, which, in 
most countries, are not enshrined in the constitution. Also, I shall have to discuss 
the Round Table Talks that were an important pre-constitutional or quasi- 
constitutional stage in several countries. 

I approach these matters neither as a constitutional lawyer nor as a historian, 
but as a political scientist. The emerging constitutions are well worth studying 
from the legal point of view. Often, they were put together in a hurry, and 
contain technical flaws or inconsistencies that call for juridical analysis for which 
I have no competence. Historians have already started to retrace the process of 
the downfall of Communism in the various East European countries. As I have 
only a superficial historical knowledge of the region and do not read any of its 
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languages, I could not think of emulating their efforts. However, my focus, just 
as theirs, is on process. I want to understand the mechanisms of constitution- 
making at a more abstract level, at which general patterns might emerge. Here, 
the many simultaneous transitions in Eastern Europe offer a gigantic natural 
experiment. The countries have a number of similar features, and they share 
both a pre-Communist history and the recent Communist past. (The best survey 
of the region I know of is Bogdan (1990). He shows compellingly how 
the histories of the countries in the region have been intertwined with 
each other for a thousand years or more, creating deep- seated shared memories — 
especially of conflict and strife.) At the same time, they differ in level 
of economic development, form of religion, the prevalence of ethnic con- 
flict and many intangible but palpable aspects. This mix of similarities and 
differences suggests that it might be possible to tease out some causal 
hypotheses. 

Many countries have had their moments of constitution-making. I survey 
some of them in Part II, with special emphasis on the Federal Convention in 
Philadelphia 1787 and the Assemblée Constituante in Paris 1789-91. However, 
the situation in Eastern Europe is unique. The countries in the region have to 
make the transition to constitutional democracy at the same time as they are 
engaged in three other tasks of daunting difficulty. First, they are committed to 
a transition to a market economy. Second, they often have to engage in a process 
of state building or, as it has turned out in several places, of state dismantling. 
In countries ridden with ethnic conflicts that were artificially restrained by the 
harsh rule of the Communist Party, the initial hope of integrating different ethnic 
groups and nationalities has proved to be spurious. Instead, there has been either 
violent conflict (in the former Yugoslavia) or a peaceful dissolution (in the former 
Czechoslovakia). Third, many of the countries have found themselves in the 
throes of violence as they tried to come to terms with the Communist past. 
Demands for retribution, ‘lustration’ (publicizing the names of collaborators with 
the former regime) and restitution have taken up much energy that could have 
been devoted to other, more forward-looking tasks. 

The constitution-making process has both influenced and been influenced by 
each of these tasks. I shall consider them in reverse order, and begin with the 
interaction between constituhonalism and backward-looking justice. To some 
extent the constitution itself may have been influenced by the fear of the 
founders — many of whom have been former Communist officials — of being 
targeted for retribution. Thus art.41.7 of the Romanian constitution says that 
‘Property is presumed to have been acquired legally’, which is an unusual sort 
of provision. To make sense of it, we might look to a decision made by the 
Czechoslovak government on 26 September 1991, that in the future successful 
bidders for state-owned business would have to prove where their money comes 
from. The measure was intended to block the use of ‘dirty money’ that had 
been illegally accumulated by members of the former nomenklatura or black 
marketers. There is a presumption of guilt: the government is under no 
obligation to show that the funds have an illegal pedigree. Instead, citizens will 
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have to prove that their money is clean. The Romanian clause may have been 
intended to pre-empt similar measures. 

This is, admittedly, a speculative claim for which I have no direct evidence. 
The influence of constitutional thought on the processes of restitution and 
retribution is much more important and indisputable. In Hungary, the Constitu- 
tional Court has several times struck down laws on restitution and retribution 
voted by Parliament. In Czechoslovakia, the controversial ‘lustration law’ was 
in part struck down by the Federal Constitutional Court in a decision made 
immediately before the country’s break-up. In these cases, the Court has 
invalidated decisions based on retroactive legislation, collective guilt, or inverse 
burden of proof. The decisive factor has not been this or that clause of the 
constitution, but rather the willingness of the courts to take the spirit of 
constitutionalism seriously. 

Consider next the interaction between constitution-making and conflicts 
between ethnic groups and nationalities. With the exception of Hungary and 
Poland, such conflicts exist throughout the region. But this statement needs to 
be qualified. Although Hungary has very few internal minorities, about three 
million people with Hungarian as their first language live outside the borders 
of the country. (For a discussion of such ‘external minorities’ and their impact 
on the politics of the ‘home country’ see Elster 1991.) The constitutional 
expression of these conflicts has been an extended debate over the rights of 
ethnic minorities and national groupings. In Bulgaria and Romania, the presence 
of respectively Turkish-Muslim and Hungarian minorities has been a major 
hurdle in the constitution-making process. The first draft of the Romanian 
constitution contained an outright ban on ethnically based parties, aimed directly 
at the Hungarian opposition. In the final version, this provision was eliminated. 
A clause of this kind was, however, incorporated in the Bulgarian constitution 
(art.11.4). 

In the former Czechoslovakia, the main issue was the organization of the 
federation rather than individual rights. I have more to say about this question 
in Part II below. Here, I shall only observe that the pre-existing constitutional 
set-up, inherited from the Communist period, gave the Slovaks a veto in the 
making of the new constitution. With the exception of Romania, this reflects a 
general feature of constitution-making in the region. The process took place 
within the framework of the existing Communist constitutions, thus effectively 
giving them a life after death — in fact only after death, since they never mattered 
before the fall of Communism. It is in this sense that the countries in Eastern 
Europe have been rebuilding their boats in the open sea, to use Otto Neurath’s 
metaphor. They have not been able to seek refuge in a dry dock in which the 
new constitution could be built with entirely new timber. As we shall see below, 
the metaphor is also apt in another sense: the constitution-making has been 
entrusted to the very bodies that are to be regulated by the constitution. 

The relation between the political transition to constitutional democracy and 
the economic transition to a market system is much more intimate and complex. 
Economic reform and political reform in the formerly Communist countries have 
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two components each. On the economic side, both price reform and ownership 
reform are needed. On the political side, both democracy and constitutional 
guarantees for individual rights are strong desiderata, both in themselves and 
as prerequisites for economic reform. In a deliberately stark set of propositions, 
one might argue that the following relations obtain. 


(i) To be efficient, ownership reform presupposes price reform. To allow private 
entrepreneurs in an economy with administered prices would encourage arbitr- 
age, at the expense of productive activities. Also, profit could not be used as 
an index of efficiency. Since bankruptcies would not necessarily reflect in- 
efficiency, support measures would be introduced and, inevitably, extended to 
inefficient firms. 

(ii) Conversely, to set prices free while relying on bureaucracy-cum-bargain- 
ing for the allocation of capital and labour, would blunt the impact of market 
forces.“Prices would not reflect the scarcity of resources but, ultimately, the 
distribution of political clout. 


(iii) Political democracy excludes price reforms, because they make the worst- 
off very badly off. Free price setting will certainly lead to inflation; if combined 
with ownership reforms free prices will also create bankruptcies and unemploy- 
ment; in some countries there might even be starvation. If workers have political 
influence, through parties or trade unions, they will use it to stop or reverse the 
process. Even more commonly, populist and sometimes violent mass action may 
be used for this purpose. The argument that hardships are necessary only during 
the transition and will be no part of the steady-state system that finally emerges, 
may carry some weight, but perhaps not much, and for not very long. 


(iv) Ownership reforms are also incompatible with political democracy, because 
they lead to the best-off being very well off. Private ownership leads to income 
inequalities that are unacceptable to large segments of the population. In these 
societies, economic emulation easily degenerates into envy, because of the lack 
of non-political channels of upwards mobility. By a twist of history, the workers 
of Eastern Europe now brandish the egalitarian ideology as a weapon against 
the regime itself. In doing so, they find natural allies among the conservative 
bureaucratic forces who want nothing more than the failure of the reforms. 


(v) Ownership reforms demand legal stability and constitutional guarantees. To 
ensure that the economic agents are willing to make investments that take time 
before coming to fruition, property rights must be respected, and retroactive 
legislation — notably retroactive taxation — made impossible. The absence of a 
stable legal system will induce a very short time horizon in the economic agents. 
Foreign investments will be hard to attract unless there are credible guarantees 
against confiscation and nationalization. 


(vi) Credible constitutional rights presuppose democracy. This proposition 
might appear to be vulnerable. Constitutional monarchy, after all, worked in a 
fashion; why not a constitutional dictatorship? The difficulty is that the strength 
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of the dictator is also his weakness: he is unable to make himself unable to interfere 
with the legal system whenever it seems expedient (Elster 1989, pp. 199—200). 
Constitutional monarchies were kept in line by strong intermediary bodies, 
whereas in modern dictatorships the society is largely atomistic. Power must be 
divided to ensure that the constitution will be respected. 


(vii) Conversely, democracy without constitutional constraints is ultimately 
impotent: it can make decisions, but not make itself stick to them. Even if 
individual preferences do not change, turnover among citizens and their 
representatives makes simple majority rule vulnerable to unstable oscillations 
between 51 per cent and 49 per cent. Also, preferences often do change for no 
good reason, in the heat of passion or under the influence of demagogy. (See 
Part II below). 


These relationships can be summarized in a diagram. Here an arrow from x to Y 
means that x, to be effective, requires y. A blocked arrow means that x is an 
obstacle to yY. 

If these premises are true, full scale reform is impossible. Given the direction 
of the causal arrows, political reform without a transition to competitive markets 
might appear to be possible. In the long run, however, democracy will be 
undermined if it cannot deliver the goods in the economic sphere. Calls for an 
authoritarian regime will be made, and ultimately heard. 

To be sure, all of these proportions (except perhaps the first) might be 
questioned. Concerning proposition (ii), South Korea might be cited as a counter 
example. Concerning proposition (iii), we might ask whether economic and 
institutional mechanisms might not be capable of extending the period by 
encouraging and ‘subsidizing patience’, or trust in the future. Western credit, a 
well-designed safety net of social security arrangements, and the emergence of 
charismatic leaders offer alternative solutions to this problem. Concerning 
proposition (iv), Hirschman’s (1973) ‘tunnel effect’ might seem to provide a way 
out. Concerning proposition (v), Taiwan has been said to provide a counter 
example. Concerning proposition (vi), Pinochet's Chile is sometimes cited as a 
counter example. Concerning proposition (vii), the danger of populist demagogy 
may to some extent be checked by strong ‘intermediary’ institutions, such as 
the church, trade unions, political parties and local governments. The purpose 
of the argument, therefore, is not to make a strong case for the impossibility 
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of the transition, but to identify critical connections that must be broken if the 
dual process of transition is to succeed. 

As I have tried to indicate, the stakes are high in the constitution-making 
process in Eastern Europe. To be sure, even the best-designed constitution cannot 
by itself ensure a constructive, forward-looking attitude, ethnic peace and 
economic prosperity. Constitutional remedies cannot by themselves eliminate 
destructive feelings of revenge, ethnic hatred and social envy. Some countries 
do not need constitutions because they govern themselves by tradition: Great 
Britain is an example. Other countries do not need them because they are so 
conflict-ridden or corrupt that a scrap of paper will not be respected by anyone. 
Some of the countries in Eastern Europe may fall in this category. In my opinion, 
however, most countries in the region can benefit from a good constitution. In 
some of them, it might even make a difference between failure and success. 
However, I am not about to make any predictions in this respect. The dismal 
record of the social sciences in anticipating recent events ought to induce 
considerable modesty. Both the fall of Communism and the eruption of ethnic 
violence came as surprises to the scholarly community. Hence the report is very 
much an analysis of what has happened, and only marginally an attempt to say 
what will or may happen. 


Il: THE STUDY OF CONSTITUTION-MAKING: 
A GENERAL FRAMEWORK 


In Eastern Europe we are witnessing a wave of constitution-making. It is by no 
means the first such wave. At the end of the eighteenth century, new 
constitutions were written in the United States, France and Poland. Other such 
waves have occurred in the wake of the revolutionary movement of 1848 
(Tocqueville’s Recollections contains a penetrating study of the French constitu- 
tional assembly of that year), the creation of new states after World War I, the 
collapse of fascist regimes after World War II (Merkl 1963), the liberation of 
African and Asian states from colonial rule, and the fall of the South European 
dictatorships in the mid-1970s (Bonime-Blanc 1987). In addition, of course, 
numerous countries have adopted their constitutions in a less synchronized 
manner. Nevertheless, the comparative study of constitution-making is virtually 
non-existent. Comparative constitutional law is, needless to say, an established 
discipline. The comparative study of ordinary law making is a central field of 
political science. The comparative study of revolutions has a long history. But 
to my knowledge there is not a single book or even article discussing the process 
of constitution-making in a general comparative perspective. The gap is puzzling, 
but it appears to be undeniable. In Part II, I shall propose some distinctions and 
suggest some causal mechanisms that may serve to impose a little bit of structure 
on this uncharted terrain. 


1 Elements of the constitution 
Although my main concern is with the process of constitution-making, analysis 
of that issue requires a brief preliminary discussion of constitutional substance. 
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Although the issues covered in constitutional documents vary widely, all include 
three main topics: individual rights, the machinery of government, and proce- 
dures for amending the constitution. I begin with the latter, because without 
such procedures the constitution would not differ from statutory legislation. 
(This is not wholly correct. In New Zealand, ‘only ordinary legislative efforts are 
required to supplement, modify or repeal the Constitution’ (Eule 1987, p. 394).) 
It is supposed to be a constant or slowly evolving framework for the day-to-day 
enactment of ordinary laws. There are two main reasons why this stability is 
required. If it is more difficult to pass constitutional amendments than ordinary 
legislation, citizens can count on the basic institutional framework remaining in 
place over reasonably long periods. At the very least, a change from 49 per 
cent to 51 per cent in favour of a given proposal will not suffice to bring it 
about. This certainty enables the citizens to form long-term plans, which are a 
condition both for economic growth and for personal security. This is a main 
reason why many constitutions require qualified majorities for amendments. 
Often, a two-thirds majority is required. It is a striking fact that under certain, 
reasonably weak conditions this requirement will also prevent voting cycles 
from arising (Caplin and Nalebuff 1988). 

There is another way, with a different rationale, of making the amendment 
process more difficult. Instead of (or in addition to) requiring qualified majorities, 
one can demand that the amendment be passed by two successive Parliaments 
or adopt some other delaying device. If the founders fear that they or their 
successors might yield to impulse and passion in a crisis, they might, like Ulysses 
binding himself to the mast, take their precautions to reduce their opportunities 
for such behaviour. ‘Constitutions are chains with which men bind themselves 
in their sane moments that they may not die by a suicidal hand in the day of 
their frenzy’ John Potter Stockton in debates over the Ku Klux Klan Act of 
1871, as cited in Finn 1991, p. 5; Elster 1984, ch. II; Holmes 1988; Elster 1988; 
Suber 1990.) Or in Friedrich Hayek’s phrase, constitutions reflect the idea that 
Peter when sober can act to bind Peter when drunk. At the Federal Convention, 
for instance, a ban on paper money was constitutionalized, to prevent the states 
from resorting to this tempting expedient. 

A majority may indeed take precautions against its own tendency to act on 
unwise momentary impulses. It is less realistic to expect it to protect itself against 
its tendency to act on standing passions. Prejudiced founders will not regard 
their views as biased, but as wise. On the one hand, Cass Sunstein may well 
be right in observing that ‘Constitutional provisions should be designed to work 
against precisely those aspects of a country’s culture and tradition that are likely 
to produce most harm through that country’s ordinary political processes’ 
(Sunstein 1991, pp. 385). In societies with strong ethnic or religious conflicts, for 
instance, the constitution should offer strong protections to ethnic and religious 
minorities. On the other hand, it is precisely in the societies that most need 
such clauses that it may be most difficult to get them adopted. An ethnic or 
ideological majority in the constituent assembly may be more inclined to impose 
its own language or ideology than to pull its punches in the name of toleration. 
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The process that led up to the adoption of the 1931 Spanish constitution, for 
instance, was dominated by leftists and liberals who could and did write their 
hostile attitude towards the Catholic Church into the document (Bonime-Blanc 
1987, pp. 114-15). 

The problem can be overcome in three ways. First, if the founders are animated 
by toleration, they might refrain from using their majority power. As in the 
adoption of the German constitution of 1949, they might search for a high 
degree of consensus on the main provisions (Merkl 1963, p. 81). Second, if the 
majority in the constituent assembly represents a minority in the nation, as was 
the case in the two eighteenth-century assemblies, it can try to bind the popular 
majority. The late Norwegian historian Jens Arup Seip, with whom I had many 
discussions of these issues, often said that people never try to bind themselves: 
rather, politics is about binding others. Although I do not accept the claim in 
this stark form, it offers a salutary counterweight to more idealized or idyllicizing 
accounts. One may, for instance, detect an element of hypocrisy (Wood 1969, 
p. 562) in assertions like Madison's statement (Records of the Federal Convention 
1966, p. 430) that ‘Democratic communities may be unsteady, and be led to 
action by the impulse of the moment. — Like individuals they may be sensible 
of their own weakness, and may desire the counsels and checks of frends to 
guard them against the turbulency and violence of unruly passion’ (my italics). 
It seems as least as plausible to say that the Senate embodied the desire of the 
upper class to protect itself against the lower class — not the desire of the people 
to protect itself against itself. However, the two views are not incompatible. 
On similar grounds it has been argued that ‘A majority group, say the workers, 
who control the policy might rationally choose to have a constitution which 
limits their power, say, to expropriate the wealth of the capitalist class’ (Kyland 
and Prescott 1977, p. 486). Third, if the constitution is made under foreign 
tutelage, as in Germany and Japan after World War H, the foreign powers can 
try to contain ‘those aspects of a country’s culture and tradition that are likely 
to produce most harm’. For example, the French Foreign Minister spoke out 
against what he saw as a dangerous centralizing tendency in the third draft of 
the 1949 West German constitution (Merkl 1963, p. 120). In general, neverthe- 
less, constitutions are more likely to reflect flaws in national character than to 
counteract them. 

Constitutions regulate the machinery of government: elections and the 
relation between the powers of state. Traditionally, the latter have been 
conceived as a trio, consisting of the executive, the legislative and the judiciary. 
The relations among them have been summarized in two phrases: ‘separation 
of powers’ and ‘checks and balances’. The separation of powers has both a 
positive and a negative purpose. As with any division of labour, the allocation 
of different tasks to different state organs enhances efficiency. For instance, 
Parliament is not an efficient organ for the day-to-day conduct of war operations. 
Also, insulating each organ from the encroachment of others reduces the dangers 
of bribery, corruption and undue interference. The independence of the judiciary, 
for instance, is promoted by long tenure and fixed salaries of judges, as well as 
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by random assignment of judges to cases. Checks and balances prevent any 
institution from usurping power, a system that has reached its highest develop- 
ment in the American constitution, in which the pivotal mechanisms are 
executive veto, judicial review, presidential appointment of Supreme Court 
judges and congressional power to impeach the President. Other constitutions 
use different devices, such as the power of the President to bypass the legislature 
by calling a referendum or the right of Parliament to overrule the Constitutional 
Court. 

The traditional trio offers a very incomplete idea, however. In the two 
eighteenth-century assemblies, the three institutions that were supposed to 
control each other were the executive and the two houses of Parliament. Judicial 
review played only a minimal role (see Elster forthcoming (1)). In modem 
constitutions, the bifurcation of the legislature is less common. In its place, we 
often see a dual executive, in which both President and government have 
substantial powers, thus competing both with Parliament and with each other. 
Exceptionally, as in the case of Poland, more fully discussed in Part IV, we 
observe both a split legislature and a split executive. Adding the Constitutional 
Court to the cast, we get five players rather than the traditional three. 

The idea of powers of state, separate from each other and mutually checking 
each other, can be taken further. In many countries, the independence of the 
Central Bank is almost as important as the independence of the judiciary. 
Although rarely enshrined in the constitution, the independent status of the 
Bank is protected by the high political costs of interference. Within the executive, 
the Ministry of Foreign Affairs sometimes achieves a de facto independence, 
‘above’ politics, as it were. The idea in both cases is that certain matters have 
to be conducted in a long-term perspective that requires insulation from 
day-to-day politics. A similar ‘quasi-constitutional’ status sometimes obtains 
for state-owned mass media. On the BBC model, for instance, the government 
cannot use state television for propaganda or interfere to stifle criticism of its 
policies. Even private media may, in a still broader sense, be seen as part of the 
system of checks and balances (‘the fourth power of state’). 

The interval between elections and the right to dissolve Parliament and call 
for new elections are usually matters for constitutional regulation. However, as 
I said, the electoral law, including rules for redistricting or changes in the number 
of deputies, is usually not made part of the constitution. When electoral laws 
or electoral districts can be changed by a simple majority in Parliament, the 
incumbent government has an incentive to modify them to its advantage. The 
argument can be made, therefore, that electoral laws have such a fundamental 
impact on politics that they ought to be constitutionalized. More generally, the 
constitution can try to deny the government all unfair means to maintain itself 
in power. These include discretionary control over the timing of the elections, 
control of electoral laws and electoral districts, registration requirement for 
voters, and control over the state-owned media. And even when the constitution 
does not contain explicit provisions to this effect, judicial review, where it exists, 
may regulate these issues by appealing to more general constitutional principles. 
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The protection of rights has been a central constitutional concern from the 
eighteeth-century beginnings. True, at the Federal Convention the framers 
decided against including a bill of rights in the constitution, but mainly because 
they were afraid that an enumeration of specific rights might provide a 
justification for governmental violation of unenumerated rights. Few years 
afterwards, the first nine amendments were enacted to fill the gap. At the 
Assemblée Constituante, too, voices were heard against adopting the Déclaration 
des droits de l'homme, but for the opposite, more ominous reason that it might 
give the people exaggerated ideas about their rights. These arguments were, as 
we know, not heeded. In virtually all later constitutions, rights have been 
included as a matter of course. 

There is no canonical way of classifying constitutional rights. They have been 
distinguished as political, civil, social and economic; as pertaining to individuals 
or to groups; as offering protection against the- state or against individuals; as 
legally enforceable or merely programmatic; or, by a more obscure criterion, as 
negative or positive. Historically, the core rights were those protecting the rule 
of law, liberty of conscience, freedom of expression and of association, property, 
and personal security. In this century rights have expanded in two main 
directions. On the one hand, constitutions have offered protection to members 
of ethnic and linguistic minorities, by allowing them the right to use and be 
educated in their own language and ensuring them a measure of political 
autonomy or at least representation. On the other hand, they have offered a 
guarantee of material welfare, through right-to-work provisions and related 
measures. As we shall see in Part III, both extensions are important in Eastern 
Europe. 


2 The constitution-making process 
The remainder of this section is concerned with constitutional process rather 
than substance. | shall address the following questions: 


— how are the constituent assemblies called into being? 

— how do they regulate their own internal procedures? 

— how do individual interest, group interest or institutional interest shape the 
final document? 

— what is the importance of extra-constitutional force in shaping the constitu- 
tional text? 

— how are the constitutions ratified? 


The common concern underlying these issues is that of legitimacy. First, there 
is a problem of upstream legitimacy: the document produced by a constituent 
assembly can only enjoy legitimacy if that assembly has come into being in a 
legitimate way. An assembly whose members have simply been appointed by 
the ruler, as was the case with the body of 66 men convened in China by Yuan 
Shikai in 1914 to give his rule a semblance of legality through a ‘constitutional 
compact’, does not pass this hurdle. Second, there is a problem of process 
legitimacy. If the internal decision-making procedure of the assembly is perceived 
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as undemocratic, the document may be lacking in democratic legitimacy. 
Constituent assemblies for federally organized countries face the choice between 
‘one state, one vote’ and proportional voting power. The Federal Convention 
in 1787 chose the former method, whereas the assembly that voted the West 
German constitution of 1949 used the latter. I conjecture that in our century, 
the principle of equality among the states would be seen as deficient in 
democratic legitimacy. Also, a constitution will lack legitimacy to the extent 
that it is perceived to be a mere bargain among interest groups rather than the 
outcome of rational argument about the common good. Moreover, a constitution 
that is visibly shaped by military force or threat of such force may suffer a lack 
of legitimacy. Finally, there is the issue of downstream legitimacy: a constitution 
that is ratified by popular vote will have much stronger claims to embody the 
popular will. 

Consider first the creation of the constituent assembly. First, the assembly 
has to be convoked. Next, the delegates have to be elected or selected. Typically, 
these two decisions stem from different sources. In France in 1789, the decision 
to call the Estates General was made by the King, with delegates elected by 
and from the three orders. The Federal Convention was called into being by 
the Continental Congress, with delegates sent from the individual states. The 
assembly that wrote the West German constitution of 1948 was called into 
being by the occupying powers, with delegates elected by the Lander. Now, 
we may regard it as axiomatic that any creator will try to control his creature. 
With two creators of the constituent assembly, each will try to shape the final 
document. In France, defenders of the King argued that as the convener of the 
Estates General, he should have an absolute veto over the constitution and in 
the constitution. The assemblies that had selected delegates from the three orders 
often sent them with bound mandates on specific points. In both cases, the 
creature won out over the creator (Harris 1986; Egret 1950). 

The victory over the convoking authority should not surprise us. Almost by 
definition, the old regime is part of the problem that a constituent assembly has 
to solve. But if the regime is flawed, why should the assembly respect its 
instructions? At the Federal Convention, too, the delegates decided to go beyond 
their mandate; to provide a wholly new constitution rather than simply a revision 
of the Articles of Confederation. By contrast, the decision of the French delegates 
to ignore the instructions from their constituencies had no parallel in Phila- 
delphia. The delegates that came to the Federal Convention with bound 
mandates, such as the Delaware instructions to insist on equal representation 
for all the states in the Senate, did not feel free to ignore them. The American 
delegates did not go as far as the French in substituting process legitimacy for 
upstream (and downstream) legitimacy. 

Consider next the internal organization of the assembly. The most urgent 
issues arise when the delegates come from ‘natural’ sub-units of the nation. The 
smaller of these will then tend to claim equal voting power in the assembly, 
whereas the larger will insist on a voting system that reflects the numerical 
strength of their constituencies. I have already mentioned how the Americans 
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in 1787 and the Germans in 1948-9 adopted different solutions to the problem 
of territorial sub-units of different sizes. The French framers of 1789 faced a 
different problem: the division of the Estates General in three orders of different 
size (300 delegates for each of the Nobility and Clergy, 600 for the Third Estate). 
When the Estates first met in May, they spent six weeks debating whether they” 
should vote by order or by head. These debates, which transformed the Estates 
General into a National Assembly, provide a striking illustration of the 
bootstrapping character of many constituent assemblies (Procès-verbal des con- 
férences sur la vérification des pouvoirs, Paris 1789). In the end, the advocates of 
voting per head won out. 

The principles of voting adopted by the assembly may survive in the 
document that it produces. The American case, for instance, involves three 
stages. In the first stage we have the convocation of the assembly by Congress. 
In the second stage we have the adoption of a voting procedure to be used at 
the convention. In the third stage we have the adoption of a voting procedure 
for the future Senate. In all three stages, the principle ‘one state, one vote’ was 
followed. It is tempting to read a causal connection into this fact. The convention 
adopted the principle for its own proceedings because it was used by the 
institution that had called it into being. And it proposed the principle for the 
future because the smaller states at the Convention benefited from the dis- 
proportionate strength which they derived from its use at that stage. However, 
the German case does not show the same continuity. Although the assembly 
voted along proportional lines, the representation of the Lander in the Bundesrat 
(the upper house) falls somewhere between equal and proportional representa- 
tion. 

Procedure can also matter in a number of other ways. In the Assemblée 
Constituante, it soon became clear that the radicals benefited from roll-call votes, 
which enabled them to note the names of those who voted against radical 
measures and to circulate lists of their names in Paris (Egret 1950, p. 132). (A 
similar phenomenon was observed in the debates of the Polish Sejm over the 
electoral laws in July 1991. The Sejm failed to overrule Walesa’s veto because, 
in an excess of self-confidence, the caucus leader of the Democratic Left called 
for a roll-call vote. However, ‘deputies preferred to be anonymous when voting 
against the President’ (McQuaid 1991, p. 17).) For related reasons, the radicals 
demanded and obtained more publicity around the proceedings than the 
moderates wanted. Mounier, leader of the moderates, preferred committee 
debates, which favoured ‘cool reason and experience’ and detached the members 
from everything that could stimulate their vanity and fear of disapproval. For 
the patriot Bouche, committees tended to weaken the revolutionary fervour. He 
preferred the large assemblies open to the public, where ‘souls become strong 
and electrified, and where names, ranks and distinctions count for nothing’. On 
his proposal, it was decided that the assembly would sit in plenum each morning 
and meet in committee in the afternoon. Soon there were only plenary sessions. 
At the Federal Convention, by contrast, there was no publicity. The delegates 
were sworn to secrecy and kept it. 
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The choice of open versus closed proceedings has two consequences, more 
fully discussed below (see also Elster forthcoming (2)). On the one hand, a public 
setting makes it less likely that the delegates will resort to open logrolling and 
horsetrading. Instead, they have to argue in terms of the common good (Macey 
1986). Although many such arguments are little more than disguised self-interest, 
the need to pay at least lip-service to the public interest will usually have some 
restraining influence. On the other hand, publicity encourages the delegates to 
adopt rigid, inflexible positions as a precommitment device. It is also more 
difficult to back down from publicly stated views than from those expressed in 
a smaller circle. This was, in fact, Madison's main argument for keeping the 
Convention closed. As he said later, 


had the members committed themselves publicly at first, they would have afterwards 
supposed consistency required them to maintain their ground, whereas by secret 
discussion no man felt himself obliged to retain his opinions any longer than he was 
satisfied of their propriety and truth, and was open to the force of argument (Records, 
vol. II, p. 479). 


However, Madison did not consider the first effect of secrecy — that of pushing 
the debates away from rational argument and towards self-interested bargaining. 
Nor did he consider that secrecy may lead to a loss of legitimacy. During the 
Meech Lake talks on the revision of the Canadian constitution in 1987, Prime 
Minister Mulroney, who had convened the Premiers of the ten provinces, 
deliberately kept them insulated from their advisers. ‘Without advisers, there 
would be less posturing and grandstanding; it would be easier to get a deal. 
But, as a consequence, this lakeside conclave took on an aura of secretiveness 
that would afterwards undermine its public legitimacy’ (A. Cohen 1990, p. 13). 
Thomas Jefferson made a similar comment about the secrecy adopted at the 
Federal Convention. 

The role of interest in constituent assemblies may be considered from four 
perspectives. First, there is the purely personal interest of the founders in a 
constitution that favours them economically or otherwise. In Charles Beard’s 
‘economic’ interpretation of the American constitution, this element assumes 
the main explanatory burden. In more recent analyses it appears that the 
founders’ economic interest did count for something, but that the interest of 
their constituents does more to explain the voting patterns at the convention 
(McGuire 1988). Crudely put: it mattered more whether a delegate came from 
a slave holding or trading state than whether he had slaves or was a trader 
himself. However, the correlation between interest and votes does not prove 
that the delegates voted solely in order to promote that interest. Even the most 
impartial framer had to take account of the need for the final document to be 
ratified in the respective states, and that a text strongly against the interest of 
their constituents stood no chance of being adopted. If the interests of 
constituencies act as constraints rather than maximands, they will leave less of 
an imprint on the constitution. The constituencies will tend to act as satisficers, 
because of the cost of going back to a new assembly and the uncertainty whether 
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they could strike a better deal if they did. This being said, it may also be in the 
personal interest of delegates to promote the interest of their constituencies to 
the hilt, for instance if their political future depends on how well they do so. 

In modem constitution-making, two other phenomena come to the forefront: 
the interest of political parties and of political institutions. The former interest 
is especially evident in the design of electoral laws, whether these are part of 
the constitution or not. Small parties tend to be in favour of proportional 
representation, preferably with a low threshold (if any), whereas large parties 
argue for majority voting in single-member districts. Cutting across this 
distinction, the power oligopolies of all parties have an interest in proportional 
representation, which allows for greater control over the candidates (Merkl 1963, 
pp. 87-8). A party that has a strong presidential candidate will push for a strong 
presidency in the constitution, whereas others will want to limit his powers. A 
classical case is the 1921 Polish constitution, in which the fear of Pilsudski as 
President inspired a strongly parliamentarian constitution; as a result, Pilsudski 
decided not to stand for office (Garlicki 1992, pp. 68-71). The converse case is 
the constitution of the Fifth French Republic, which de Gaulle essentially wrote 
(or had written) with himself in mind (Dwerfler 1983, ch.9). 

The interest of political institutions appears most clearly when the institutions 
to be regulated by the constitution also take part in the constitution-making 
process. At the Federal Convention, for example, the states were both creators 
and creatures — regulators and regulated. As already mentioned, the conflict over 
the upper house faithfully mirrored the nature of the actors, with the small states 
arguing for equal and the larger for proportional representation of the states in 
the Senate (Rakove 1987). This conflict was largely spurious. To the argument 
that the large states might come to dominate the small, Madison gave a 
compelling answer: ‘Was a Combination to be apprehended from the mere 
circumstance of equality of size?’ (Records, vol. I, pp. 447-8). Yet the notion of 
equality provided a convenient vehicle for the self-interest of the small states 
(see below). 

Unlike the Federal Convention, the Assemblée Constituante functioned also 
as an ordinary legislature. That arrangement, however, may be undesirable. A 
main task of a constituent assembly is to strike the proper balance of power 
between the legislative and the executive branches of government. To assign 
that task to an assembly that also serves as a legislative body would be to ask 
it to act as judge in its own cause. A constitution written by a legislative 
assembly may be expected to give large, perhaps excessive powers to the 
legislature. In the abstract, this problem could be solved by means similar to 
the ones used in legislative bodies, by checks and balances. A royal veto over 
the constitution might, for instance, have kept the legislative tendency to 
self-aggrandizement in check. The Assemblée Constituante adopted another 
solution, by voting its members ineligible to the first ordinary legislature. It was 
Robespierre in his first great speech (16 May 1791) who won the assembly for 
this ‘self-denying ordinance’ (Thomson 1988, p. 134 ff). Although sometimes 
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viewed by posterity as a disastrous piece of populist overkill (Furet 1988, p. 104), 
Robespierre’s solution did correspond to a genuine problem. Similarly, if the 
constituent assembly is bicameral, it can hardly be expected to adopt a unicameral 
system. If the King or the President has a veto over the constitution, it is likely 
to have a bias towards the executive, or at least to be more balanced than if 
Parliament is the only constituent power. 

I need to add a caveat to the preceding considerations. Although interest 
may be an important motivation in most constituent assemblies, it will not 
always dare to speak its name. Especially when the process is under strong 
scrutiny from the public, the parties will feel constrained to present their 
argument in terms of the common good or the public interest. Self-interest, in 
other words, may induce the speakers to adopt non-self-interested language 
(Elster forthcoming (2)). At the Federal Convention, both small and large states 
used the language of abstract justice and efficiency to argue their claims for, 
respectively, equal and proportional representation in the Senate. Similarly, small 
parties, when arguing for proportional voting, appeal to democratic values rather 
than to the interest of small parties. Conversely, large parties tend to rest their 
case for majority voting on the claim that it is more likely to produce a stable 
government. Equity in the former case, efficiency in the latter, are put forward as 
as impartial disguises for partiality. Similarly, when deputies argue for a strong 
legislative, they appeal to the need to respect and embody the popular will and 
not to their institutional interest. Conversely, when the executive power is 
involved in the constitution-making process, its representatives will argue for a 
strong executive on the seemingly non-self-serving grounds of stability and 
efficiency. 

As I said, the pressure to disguise self-interest as public interest will be 
stronger when the process is under public scrutiny. One might wonder whether 
the disguise matters. Given the large pantheon of plausible-sounding impartial 
values, it might seem that any actor would be able to find a public-interest 
justification that coincides with his private interest. Three considerations tend 
to mitigate this conclusion. First, some private interests probably do not have 
any plausible impartial equivalent. Second, a perfect match between an obvious 
private interest and‘an impartial equivalent will often be perceived as too crude 
to be taken seriously. Third, even if an actor could find an impartial argument 
that might advance his interest in a given situation, he may be prevented from 
using it by the stand he has taken on previous occasions. These arguments 
suggest the idea of the civilizing force of hypocrisy: when discussing under public 
scrutiny, actors may be forced or induced to pull their punches and refrain from 
the most blatant expressions of self-interest. Against this positive effect of 
publicity, we must balance a number of negative effects: the opportunity for 
strategic precommitment, vanity-induced reluctance to back down, as well as 
the irreversibility of publicly stated positions. Here are three examples of the 
irreversibiltiy effect. 

(i) The announcement of the radical measures taken on the night of 4 August 
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1789 made it impossible to go back. In a wonderful contemporary phrase: ‘The 
people are penetrated by the benefits they have been promised: they will not 
let themselves be de-penetrated’ (A. Mathiez 1898, p. 265, n.4). 

(ii) Before the insurrection of June 1848, and apprehensive of its coming, 
Tocqueville felt that ‘what was needed was not so much a good constitution 
as some constitution or other’ (1986, p. 826). (The sentence is inexplicably 
omitted in the English translation (1990).) Acting under time pressure, he was 
‘much more concerned with putting a powerful leader quickly at the head of 
the Republic than with drafting a perfect republican constitution’ (1990, p. 178). 
After the June days he stood by his proposal, but now for the reason that 
‘having announced to the nation that this ardently desired right would be 
granted, it was no longer possible to refuse it’ (ibid.). 

(iii) In the Lake Meech talks, Gil Rémillard, Quebec's Minister for Intergovern- 
mental Affairs, ‘did not want to negotiate in public. Whatever became public 
would become the bottom line. Quebec was accommodating in private talks but 
worried it would have less latitude if its proposals got out. The Parti Québécois 
would make them an absolute minimum, limiting the government's ability to 
negotiate’ (Cohen 1990, p. 87). 

The main way in which self-interest plays itself out is by the process of 
small-group logrolling, in the assembly as a whole if it is sufficiently small, in 
subcommittees, or outside the assembly. The Federal Convention was marked 
by a number of such bargains, the best-known being the logrolling between the 
trading and the slave holding states (Finkelman 1987, pp. 188-225). In the 
Assemblée Constituante, a famous piece of attempted logrolling took place in 
the last days of August 1789, when the assembly was about to debate the basic 
institutions of the state (Mounier 1989; Mathiez 1898, p. 266 ff.; Egret 1950, 
p. 139 ff). In three meetings between Mounier on the one hand and the 
‘triumvirate’ Barnave, Duport and Alexandre Lameth on the other, the three 
came up with the following proposal. They would offer Mounier both an 
absolute veto for the King and bicameralism, if he in return would accept (i) 
that the King gave up his right to dissolve the assembly, (ii) that the upper 
chamber would have a suspensive veto only; and (iii) that there would be 
periodical conventions for the revision of the constitution. Mounier refused 
outright. According to his own account, he did not think it right to make 
concessions on a matter of principle; also he may have been in doubt about the 
ability of the three to deliver on their promise. According to Albert Mathiez, 
he refused because he was so confident that the assembly was on his side that 
no concessions were needed. 

Logrolling in the constituent assembly usually differs from that in a legislative 
assembly in two respects. First, there is no indefinitely continuing interaction 
that can force the parties to stick to their promises through fear of losing their 
reputation (North 1990, pp. 190-91). Second, voting on the separate issues that 
are being traded off against each other is not really separate and successive, 
because the assembly usually concludes its task by adopting the constitution as 
a whole. In theory the two differences should offset each other, but in practice 
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they may not. As the assembly and its committees work their way through the 
issues, compromises may be reached that are hard to undo later even should 
one of the parties renege on their promises. Diamond 1981, summarizes the 
process as follows: ‘complex political struggles often come down to a single 
issue in which all the passions, all the forces find their focus. When that single 
issue is settled it is as if all the passions and forces are spent. Both sides seem 
somehow obliged fully to accept the outcome and matters move quickly 
thereafter.’ This emotional dynamic will be an obstacle to going back to an issue 
if some more or less clearly stated promise fails to be kept. One party may act 
on the calculation that the other will be unwilling to be seen as responsible for 
breaking off negotiations, or that the other has more to lose by having to start 
all over again. In the West German assembly of 1948, ‘the Minister President 
of Bavaria... persuaded the spp to vote for [the institution of] a Bundesrat in 
exchange for a momentary advantage and concessions which were subsequently 
all but abandoned’ (Merkl 1963, p. 69). During the debates over the Spanish 
constitution in 1978, the Union of the Democratic Center was accused ‘of 
breaking a painstakingly negotiated set of compromises’, leading to the with- 
drawal of the Socialist member on the subcommittee (Bonime-Blanc, 1987, p. 56). 
Tadeusz Mazowiecki (personal communication) tells about an episode in the 
making of the Polish ‘little constitution’, in which a logrolling promise was 
broken by one side when the proposal for which it had enlisted the support of 
the other side failed to be adopted, even though the other side had voted for it. 
Constitutions are often written in times of crisis and turbulence. In such 
circumstances, armies, crowds and foreign powers can become potent influences 
on the work of the constituent assembly. We may distinguish between two 
kinds of mechanisms by which these influences play themselves out, threats and 
warnings. The terminology on this point is not settled. Greenawalt 1989, p. 251 
ff. refers to ‘warning threats’, as if an utterance could be both a threat and a 
warning. T.C. Schelling (1960, p. 123, n.5) and R. Nozick (1969) use the 
distinction between warning and threat to differentiate between cases in which 
the actor has an incentive to carry out the announced action and those in which 
he does not. To tell a burglar that I will call the police unless he goes away is 
to warn him; to tell a girl that I will commit suicide if she does not consent to 
marry me is to make a threat. In the present essay, the distinction is used to 
contrast the outcomes that are within the control of the agent and those that 
are not. On the one hand, a member of the constituent assembly or some other 
actor may threaten to mobilize extra-constitutional forces unless a certain 
provision is written into the constitution. On the other hand, he may issue a 
warning that intervention by such forces is likely unless the provision is adopted. 
Explicit instances of the former strategy are rare, because of the obvious 
de-legitimizing effect of any resort to force. Implicit threats, disguised as 
warnings, are more common. In Philadelphia in 1787, delegates from both the 
large and the small states emitted statements that were close to threats, only 
to retreat and restate them as warnings when challenged. Bedford, a delegate 
from Delaware, suggested that if the small states did not get their way over 
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the Senate, they might appeal to foreign powers for help. Later, he retracted by 
saying that he had only meant to say that the foreign powers, faced with a 
divided America, would find it in their interest to intervene (Records, vol. I, 
pp. 492, 531). Similar tactics were employed by delegates from the large 
states. 

In Paris, the threats and warnings were based on the King’s armies and the 
crowds in Paris. In the first days of July 1789 the King reinforced the presence 
of troops near Versailles. The implied threat to the assembly escaped nobody. 
In his replies to the King’s challenge, Mirabeau played on the threat-warning 
ambiguity. In his first speech on the subject he limited himself to a warning: 
‘How could the people not become upset when their only remaining hope [viz. 
the Assembly] is in danger?’ (Archives Parlementaires. Série I: 1789-1799, Paris 
1875-1888, vol. 8, p. 209.) In his second speech he became more specific. The 
troops ‘may forget that they are soldiers by contract, and remember that by 
nature they are men’ (ibid., p. 213). The implied threat to help nature along by 
stirring fermentation among the troops is clear. We may note at this point the 
possibility of self-fulfilling warnings, which are, in this respect, intermediate 
between ordinary warnings and threats. By publicly telling the King that his 
troops were unreliable, Mirabeau may in fact have ensured the truth of that 
statement. Furthermore, the assembly cannot even trust itself to act responsibly: 
‘Passionate movements are contagious: we are only men (nous ne sommes que 
des hommes) our fear of appearing to be weak may carry us too far in the opposite 
direction’ (op. cit., p. 213). In this argument, Mirabeau presents himself and his 
fellow delegates as subject to a psychic causality not within their own control. 
If the King provokes them, they might respond irrationally and violently. 
Formally, this is a mere warning. In reality, nobody could ignore that it was a 
threat. 

Finally, I tum to the main source of downstream legitimacy: the process of 
ratification. Often, those who have called the constituent assembly into being 
want to arrogate for themselves the power to ratify the final document. The 
assembly frequently reacts by questioning the legitimacy of its conveners and 
either dispensing with any further ratification or choosing itself the procedure 
for ratifying the constitution. The Federal Convention took the latter course. 
Instead of taking the constitution to the state legislatures which had selected 
them, the delegates decided to have the constitution ratified by specially called 
conventions in the states. In that way, of course, they were much less constrained 
by the need to give the state legislatures a prominent place in the new system. 
In Germany in 1949, the procedures were modified in the opposite direction. 
The occupying powers had stipulated that the constitution, to be valid, had to 
be approved by referendum in two thirds of the Lander. The framers, however, 
managed to change the procedure so that approval by two-thirds of the state 
legislatures would be sufficient. In the Assemblée Constituante, by constrast, the 
deputies essentially decided to dispense with all ratification procedures. They 
viewed themselves as the incarnation of the nation, with no need for further 
approval. 
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Il: CONSTITUTION-MAKING IN EASTERN EUROPE: 
AN OVERVIEW* 


In Part Ill and the following | shall develop some of the ideas stated above by 
applying them to the constitution-making processes in post-1989 Central and 
Eastern Europe. The present section is a broad overview both of the processes 
and their outcomes in the whole region, with more emphasis, perhaps, on the 
latter. In Part IV, on the constitutional developments in Poland, the priority is 
reversed, with a focus on process rather than outcomes. For purposes of 
comparative analysis, there are also brief references to Poland in the present 
section. 

The constitution-making process in Central and Eastern Europe has two stages. 
The first was the Round Table Talks (RTT) that brought about the transition 
from Communism in Poland, Hungary, Bulgaria, and Czechoslovakia. Such talks 
also took place in the former East Germany (see U.K. Preuss; U. Thaysen 1990). 
Among the countries studied here, only Romania, with its totalitarian oppression 
and violent transition, did not have RTT. In all the talks, the agreement between 
the regime and the opposition included changes to the constitution — changes 
which were then rapidly implemented by the Communist Parliaments. The 
second stage is the regular constitution-making process by wholly or partially 
post-Communist Parliaments and, in some cases, other powers of state. Although 
the RTT lacked some of the normal features of a constituent assembly, they are 
included here qua constitution-making bodies based on adversarial discussion 
and compromise. In any case, they would have to be discussed because of their 
great influence on the second stage. 

A brief chronological survey may be useful. In Hungary, the constitution was 
amended piecemeal over the autumn of 1989 and the spring of 1990. The first 
free elections took place in March and April 1990. Similar ad hoc adjustments 
were made in the other constitutions in the region, in the interval between the 
fall of Communism and the adoption of wholly new constitutions. In Romania, 
the downfall of Ceausescu led to the election of a constituent assembly in May 
1990 and the adoption of the constitution by referendum in December 1991. 
In Bulgaria, the elections to the Grand National Assembly were held in June 
1990, and the constitution adopted in July 1991. In Poland, partially free elections 
were held in June 1989. The first fully free elections were held in October 1991. 
In November 1992, Parliament passed the so-called ‘little constitution’ that 
regulates elections and the basic machinery of government; at the same time, 
the 1952 Stalinist constitution was solemnly abolished. In Czechoslovakia the 
first free elections took place in June 1990. The new federal legislature passed 
a bill of rights for the Federal Republic, but no constitution was adopted. With 
the breakup of the country, Slovakia adopted its new constitution in September 


“For mformation about and discussion of the issues surveyed ın Part Il, I am indebted to Vojtech 
Cepl (Prague), Gyorgy Frunda (Bucharest), Lucian Mihai (Bucharest), George Poshtov (Sofia), Rumyana 
Kolarova (Sofa), Peter Kresak (Bratislava) and Andras Sajo (Budapest) Acknowledgements to Polish 
sources are given in Part IV below 
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1992, with the Czech Republic following suit in December. Thus with the partial 
exception of Poland, the constitution-making process has come to a halt, or at 
least a pause, ın all the countries under study. Thus now seems to be a good 
time to take stock. 


1 The Round Table Talks 

The RTT were an integral part of the events that destroyed the Communist 
regimes in Eastern Europe. Roughly speaking, the order in which the dominoes 
fell corresponds to the degree of oppression under Communism: Poland, 
Hungary, East Germany, Czechoslovakia, Bulgaria, Romania. In Poland, Hungary 
and Bulgaria, the RTT involved genuine bargaining, which was instrumental in 
shaping the new regime that emerged. In Czechoslovakia and especially in East 
Germany, they mainly amounted to a unilateral imposition of the opposition’s 
demands on a demoralized regime. 

The Polish and Hungarian RTT were roughly simultaneous (February—April 
and March-September 1989, respectvely) and roughly independent of each 
other. The underlying causes were, in both cases, the disastrous economic 
performance of the regime, and the need to introduce a modicum of democracy 
in exchange for social peace and foreign aid. Yet the pace and the details of 
events differed. Lagging somewhat behind the Poles, the Hungarian opposition 
were able to learn from events in Poland. In particular, the Polish June elections, 
with disastrous results for the Communist candidates, had a profoundly demor- 
alizing effect on the Communist Parties throughout the region. Hence one reason 
why the Hungarian opposition got a better agreement than Solidarity may have 
been that its bargaining power had been much enhanced by the surprising 
victory of Solidarity. (But there may have been other, perhaps more important 
reasons as well. See Bruszt and Stark 1991, p. 34 ff.) Also, the fact that the Polish 
RTT and elections took place without any interference or threat of interference 
by the Soviet Union, must have strengthened the will of the Hungarian 
opposition. Conversely, Poland may have suffered ‘the penalty for taking the 
lead’. Because they were the first to achieve a compromise with the Communist 
regime, they were saddled with a stronger and more enduring Communist 
element in the post-RTT political structure. 

These snowball effects became even more important in the autumn, as the 
revolution spread to other countries. The triggering event may have been 
Gorbachev's statement on 7 October, during the celebrations of the fortieth 
anniversary of the German Democratic Republic, that ‘Whoever comes late will 
be punished by life itself.’ Then, subsequent weeks saw ever larger rallies in the 
streets of Leipzig and other cities, until the regime caved in on 19 November. 
(For a stylized account of the dynamics of such ‘intra-country snowballing’, see 
Elster 1993, pp. 15-24. The dynamics of ‘inter-country snowballing’ is rather 
different. In Eastern Europe in 1989, the most important mechanism was probably 
the process of Bayesian learning by which observed non-intervention by the 
Soviet Union in one country changed the subjective belief that it would intervene 
in the next.) The RTT began on 7 December. On 17 November there were 
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demonstrations in Prague, inspired by events in East Germany, which brought 
down that regime a week later Here, the RTT began almost immediately, on 26 
November. In Bulgaria, the opening of the Berlin wall triggered action by the 
Politburo to dismiss General Secretary Todor Zivkov on 9 November. His 
resignation set in motion a chain of events, culminating with the beginning 
of RTT on 3 January 1990. In the meantime, the violent fall of Communism in 
Romania had taken place, thus further weakening the position of the regime 

In Poland, Hungary and Bulgaria, the compromises of the RTT included an 
agreement on wholly or partially free elections. As further explained in Part IV, 
the Polish agreement was that 65 per cent of the seats for the lower house 
would be left uncontested for the Communists, whereas there would be free, 
competitive elections for the remaining 35 per cent and for all seats in the newly 
created Senate. In Hungary and Bulgaria, the regime and the opposition had 
opposed preferences on the issue of proportional versus majoritanian elections. 
The Communists believed they would do better with majoritanian elections, as 
they had the more visible candidates. Conversely, the opposition thought they 
would benefit more from running on a party list. In both countries, the outcome 
was a compromise: roughly half of the deputies would be elected by the 
proportional method and half by the majoritarian system. Bulgaria chose a simple 
system: each voter cast two votes, one for a party list and one for a single 
district candidate. The more complicated system adopted in Hungary is described 
in Hibbing and Patterson 1990. The Bulgarian elections showed that the 
Communists had been right in their calculations. In Hungary, however, they 
were saved by their opponents’ insistence on proportionality. Having 75 per 
cent of the seats filled in single-member districts, as they had originally proposed, 
would have hurt them badly (Lijphart 1992, p. 215). Here, as m Poland, both 
the Communists and the opposition vastly underestimated the lack of electoral 
support for the regime. 

The RTT in these three countries also included a compromise on the Presidency. 
In Poland, the Communists obtained a strong Presidency, on the understanding 
that it would be filled by their candidate. After the elections, the opposition 
kept its side of the bargain, helping Jaruzelski to get elected (in a joint session 
of the upper and lower house) with the embarrassingly small majority of one 
vote. In Bulgaria, the opposition obtained a weak Presidency, on the assumption 
that it would be filled by the Communist candidate. However, President 
Mladenov had to resign soon after taking power, when it turned out that during 
the demonstrations in Sofia on 16 December he had said, on camera, ‘Let the 
tanks come’. He was replaced by the leading politician in the opposition, Z. 
Zhelev. In Hungary, it was also believed that the Communists had the most 
plausible presidential candidate. The Communists obtained that he be chosen in 
popular elections before the elections to Parliament, whereas the opposition 
obtained that he be given relatively few powers. However, some parties in the 
opposition refused to sign the agreement, and insisted on a referendum on the 
presidential package. By a narrow margin they obtained that the President be 
elected after Parliament. When a later referendum (called by the ex-Communists) 
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for direct elections of the President failed to get the necessary quorum, the final 
result was the very opposite of the RTT agreement viz. a politician from the 
opposition elected President by Parliament. 

The RTT in Czechoslovakia turned on two main issues: the formation of a 
coalition government and the renewal of Parliament by recall of the most 
offensive Communist deputies and their replacement by co-opted members of 
the opposition (Calda). In contrast to the other RTT, electoral laws and changes 
in the constitution were not discussed. Here, too, the opposition underestimated 
the weakness of the regime, and made several unnecessary concessions with 
far-reaching consequences. The most important was to give the Communists 
the Minister of the Interior in the new government, and hence the opportunity 
to take possession of the secret files. Also, the renewal of Parliament was far 
from complete, leaving the Communists with substantial power to obstruct the 
efforts to adopt a new constitution. However, the main obstacle to constitution- 
making in Czechoslovakia turned out to be the conflict between the two 
republics. Veto, brinkmanship and escalation by the Slovaks eventually led to 
the break-up of the country. 

The transition in Czechoslovakia illustrates the consequences of a common 
feature of all the RTT countries, viz. the fact that the transition took place in full 
legality. As I observed in the Introduction, the post-Communist constitutions 
were (with the exception of Romania) created in strict conformity with the 
Communist constitutions — despite the fact that the latter had not been respected 
by anyone while Communism was in place. In Czechoslovakia, the 1968 
Constitution had introduced, for the first time in the history of the country, a 
federal structure with separate assemblies (National Councils) for the Czech and 
Slovak lands and with far-reaching powers for the Republics in the Federal 
Assembly. The amendment rested a dead letter and the National Councils were 
not even convened. In the post-Communist constitutional debates, however, the 
strong Slovak autonomy became a major obstacle to constitutional reform. An 
amendment to the constitution required a 3/5 majority both in the proportionally 
elected lower house (200 seats) and in each of the two equal-sized Czech and 
Slovak sections of the upper house (150 seats). Thus, 31 Slovak deputies in the 
upper house could block any change. 

Arendt Lijphart argues that the political dynamics in Eastern Europe can be 
explained by a generalization of the ‘Rokkan hypothesis’. Rokkan had argued 
that countries in the transition to democracy will adopt a system of proportional 
representation 


through a convergence of pressures from below and from above The rising working 
class wanted to lower the threshold of representation in order to gain access to the 
legislatures, and the most threatened of the old-established parties demanded PR to 
protect their position against the new waves of mobilized voters created by 
universal suffrage (Rokkan, cited in Lijphart 1992, p. 108). 


Extending this reasoning, Lijphart suggests that three of the arrangements from 
the RTT were intended to guarantee a political presence for the Communist 
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nomenklatura as well as for the new opposition. First, as we have seen, there 
were compromises over the electoral system. Second, because the Communists 
feared that they would be in a minority in Parliament, they demanded and got 
the Presidency for their candidate. Third, the bicameral system can be engineered 
so that the old regime will do well in elections to one house and the new forces 
in elections to the other. These arguments work quite well for Hungary, Poland 
and Bulgaria. In Czechoslovakia, however, there was no attempt to create an 
institutional compromise, only the inherently unstable compromise of the 
coalition government. 

Romania did not have rtr between the regime and the opposition that could 
set the agenda for the constitution-making process. Instead, the inheritors of the 
Communist Party, the National Salvation Front, unilaterally laid down the 
procedures for the election of the constituent assembly. Some debates took place, 
however, between the Front and the emerging opposition, notably with regard 
to the timing of the elections (here, as in Bulgaria, the ex-Communist forces 
wanted early elections so as to take advantage of the lack of organization of 
the opposition), and the access to television during the electoral campaign. 
Together with Poland, Romania was the only country that chose to have a 
bicameral constituent assembly. However, whereas that fact was profoundly 
important in Poland, it had little significance in Romania — except for ensuring 
that the Parliament written into the constitution by the assembly would also 
be bicameral (Hylland). 


2 Causal forces in the constitution-making process 

The new constitutions in Eastern Europe are the product of the framework 
created by the RTT (or, in Romania, by the Nahonal Salvation Front) and the 
subsequent elections, together with a number of forces that I shall now go on 
to discuss. 

(1) There is no reason to doubt that many framers have tried hard, and in 
good faith, to create constitutions that will serve the public interest and protect 
individual rights. Even though, for the reasons given in Part II, arguments based 
on private interest will also present themselves in this form, it would be 
excessively cynical to assume that all impartial arguments are hypocritical. In 
Part IV below, for instance, I give examples of clearly non-self-interested 
reasoning in the Polish debates over electoral laws. More generally, if all use 
of rational argument was strategic, there would be nothing to gain from 
disguising one’s interest as being in the public weal. In this sense, strategic uses 
of argument are parasitic upon non-strategic uses (Elster forthcoming (2)). 

(ii) The personal interest of legislators has not, to my knowledge, been a 
major factor. One possible exception, concerning the presumption in the 
Romanian constitution that money has been legally acquired, was mentioned in 
the Introduction. The main case in which such interest has played a major role 
was in the creation of a Senate in the Czech constitution. It seems that the major 
function of this body was to provide jobs for the Czech deputies in the dissolved 
Federal Assembly. 
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(iii) The interest of the political parties and groupings have played a major 
role throughout, restricted mainly by the need to offer public-regarding justifica- 
tions. It has not simply been a question of constitutional logrolling, as at the 
Federal Convention. Because the constituent assemblies have also served as 
ordinary legislatures, a party could offer its support for a constitutional provision 
in exchange for support on an ordinary statute. For obvious reasons, direct 
evidence of such tractations is hard to come by. 

(1v) The interests of institutions have also been a major force. Most obviously 
and importantly, the fact that Parliament has also served as constituent assembly 
has ensured a strong role for Parliament in many of the constitutions, notably 
in Hungary and Bulgaria. Alsa, as mentioned above, bicameral constituent 
assemblies tend to create bicameral constitutions. Finally, if the President can 
exercise constitutional initiative or veto over the constitution, there is more 
likely to be a strong Presidency. 

(v) Extra-parliamentary threats and pressure have been relatively unimportant. 
To my knowledge, street demonstrations or threats of intervention by police 
forces or the military have not played any role. These forces mattered during the 
RTT, but not during the constitution-making process proper. One major exception 
concerns the Slovak threat of secession that was repeatedly branded during the 
constitutional talks in 1991. Formally, as we would expect, the Slovaks merely 
emitted a warning that unless their demands were granted, popular pressure for 
secession would become irresistible. As a trade union negotiator might say, ‘I 
will not be able to control my members if you reject our demands’, forgetting 
to mention that he was instrumental in creating high expectations among the 
members in the first place. Another exception is the role of international bodies, 
which have ensured better protection of human rights than would otherwise 
have been the case. As many countries desire affiliation with the European 
Community, pressure exercised by the Council of Europe has been quite effective. 
The deletion of a provision in the first draft of the Romanian constitution that 
prohibited ethnically based parties can probably be traced to this influence. 

(vi) A different kind of foreign influence was that exercised by experts from 
abroad. The American Bar Association has organized a number of conferences 
to offer technical advice on how to write constitutions. A number of indrviduals 
and groups have also worked in this capacity (see Stein 1992 and Rapaczynski 
1991). Even if well-meant and sound, such advice could obstruct rather than 
facilitate the constitution-making process. It is interesting in this connection to 
note that the constituent committee of the Spanish assembly in 1977 deliberately 
chose not to create an advisory group of experts (Pérez-Llorca 1988, p. 272). It 
is widely agreed that the document they produced is deficient from a technical 
point of view, with a number of verbose and ambiguous clauses (Bonime-Blanc 
1987; Rubio Llorente 1988, pp. 259, 263). Had lawyers been more involved, the 
document would probably have been straightened out. It is not obvious, 
however, that this would have been a good thing. Sometimes, ambiguity and 
vagueness are essential for reaching agreement, as anyone who has taken part 
in collective wage bargaining knows. It may be better to dump a problem on 
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the future, or more specifically on the Constitutional Court, than to try to resolve 
it immediately. 

(vii) Still another source of foreign influence stems from the use of other 
constitutions as models. However, the countries in the region rarely look to 
each other, and mainly to the West. An illustration of this ignorance (or 
arrogance?) is that a leading constitution-making actor in one of the Central 
European countries did not know whether a neighbouring country had adopted 
a unicameral or a bicameral Parliament. While the Constitution of the United 
States has been marginal, several West European constitutions have exercised a 
strong influence. The device of the constructive vote of no confidence (Parlia- 
ment cannot vote down government unless it simultaneously names a new Prime 
Minister), invented by CJ. Friedrich for the German constitution of 1949, has 
been adopted in Hungary and in Poland. The German idea of a strong 
Constitutional Court has also had a widespread if more diffuse impact (Schwartz 
1992). The French model of semi-presidentialism bears some relation to, and 
may have been a source of inspiration for, the Romanian and Polish conshtutions. 
The constitution of the Fifth French Republic also contains a frequently used 
provision (art.49.3) that assures the government some independence vis-a-vis 
Parliament, by enabling the government to propose a bill that automatically 
becomes law unless the Parliament passes a vote of no confidence within 24 
hours (Burdeau, Hamon and Troper 1991, pp. 635-36). The provision may be 
seen as an alternative to the constructive vote of no confidence. A similar device 
for ‘legislation by government’ is found (but rarely used so far) in the Romanian 
constitution (art.113). Constitution-makers in both Bulgaria and Romania also 
claim to be influenced by the Belgian constitution of 1923, perhaps mainly by 
its impact on the pre-Communist constitutions in these countries. 

(viii) More generally, in the process of making new constitutions many 
countries turn to their pre-Communist past. All the countries under study had 
more or less democratic constitutions for much of the period between the two 
wars. With the exception of Hungary, all of these continue to exercise some 
influence today. (Kalman Kulcsar (1990), Hungarian Minister of Justice during 
the transition from Communism, nevertheless finds a long constitutional tradition 
in Hungarian history.) More accurately, they belong to the repertoire of 
arguments that can be used, sincerely or not, in favour of a given proposal. It 
seems that sometimes the pre-Communist constitution is invoked in defence of 
an idea that has no good substantive justification; sometimes it serves as a 
convenient focal point among a plethora of possible arrangements; and some- 
times it is harnessed to a genuine need to assert the continuity of the nation’s 
life and the parenthetical character of the Communist regime. In Poland and 
Romania, for instance, arguments for having a Senate regularly cite the presence 
of that institution in, respectively, the 1921 and 1923 constitutions. However, 
the pre-Communist past can also serve as a negative model, as providing 
examples of what is to be avoided rather than imitated. The 1921 Constitution 
in Poland is often cited to illustrate the dangers of an assembly that 1s so afraid 
of a strong President that it creates a fragmented and powerless Parliament 
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which, in turn, invites an authoritarian coup d'état by the very person whom it 
feared. 


There is a certain paradox in the positions both the Sejm and the President have 
taken on the election law. By supporting a version that favoured small parties, notes 
[Senate] Speaker Stelmachowski, the Sejm was energetically ‘sawing off its own 
branch’, since a weak Seym and weak governments were the prime ingredient in the 
recipe for Pilsudski’s authoritarian coup in 1926. By provoking a conflict with the 
Sejm, on the other hand, Walesa was ostensibly seeking to strengthen its future 
(McQuaid ‘1991 election law’, p. 26). 


(ix) The influence of the Communist constitutions is similarly ambiguous. 
Sometimes, we observe the general phenomenon that constitution-makers seek 
to minimize the most dangerous effects of the previous regime. (They tend, 
perhaps, to see the sins of the fathers and the virtues of the grandfathers.) As 
Merkl (1963) noted 


‘Like the framers of the United States Constitution, the Council distrusted the masses 
and their sudden passions, Zinn [an spp delegate] looked at the Weimar era in 
the same light in which the fifty-five men at Philadelphia regarded the years 
following the War of Independence: as a period of anarchy during which the 
governmental institutions had fallen too much under the sway of popular 
whim and fancy (p. 81). 


The general arbitrariness that prevailed under Communist rule may be part 
of the explanation for the central role allotted to the Constitutional Courts 
in the new constitutions. But we can also observe a tendency to carry over 
questionable elements from the Communist constitutions. Under all the Stalinist 
constitutions of Central and Eastern Europe, Parliament was the final arbiter in 
issues of the constitutionality of laws. In Poland, this arrangement still lingers 
on, allowing Parliament to overrule decisions by the Conshtutional Court. More 
surprisingly, ın the brand new Romanian constitution Parliament also reserved 
for itself the right to overrule the Constitutional Court by a two-thirds majority. 
Also, the pervasive presence of social and economic rights — often strikingly 
absurdly formulated — in most of the new constitutions is a direct heritage from 
Communism. 

Now, a list of causal factors such as the above does not by itself produce a 
causal theory. In fact, I do not think we will ever be able to formulate a law-like 
theory of constitution-making, whether general or limited to certain space-time 
parameters. Rather, we must use the elements enumerated above as raw 
material for the specification of mechanisms — frequently occurring patterns of 
causal interaction (Elster 1993). Thus even if we cannot identify the exact mix 
of arguing and bargaining, we can describe main patterns of constitutional 
bargaining. The distinction between threats and warnings certainly does not 
amount to a theory, but we can use it to tell a more plausible story than if 
the two phenomena are conflated with each other (Sutton 1986). 


© Basi Blackwell Ltd 1993 


CONSTITUTION MAKING 195 


3 The new constitutions 

In this section, I survey the new constitutions in Central and Eastern Europe 
with regard to three aspects mentioned in Part II: amendment procedures, the 
machinery of government, and human rights. 

If stringent amendment requirements are a test of constitutionalism, the new 
East European constitutions fare badly. They usually require qualified major- 
ities, but rarely any form of cooling-down delay procedure. In Slovakia, only a 
three-fifths majority is needed, making this constitution one of the most easily 
amendable in the world. In the Czech Republic, amendments require a three-fifths 
majority in both houses of Parliament. In Poland and Hungary, the constitution 
can be changed by a two-thirds majority in Parliament. The Hungarian constitu- 
tion provides some additional protection by specifying that statutory legislation 
in a number of specific domains (e.g. electoral laws) also requires a two-thirds 
majority. In Romania, there must either be a two-thirds majority in each chamber 
or a three-quarters majority in a joint session of the two chambers, followed by 
approval in a referendum. (The constitution says nothing about the quorum or 
majority required in the referendum.) In addition, Parliament can amend the 
constitution by a backdoor procedure, viz. by overruling decisions by the 
Constitutional Court. In Bulgaria, the procedure is more complicated: a simplified 
description follows. ‘A minor’ constitutional change can be adopted by Parlia- 
ment in one of two ways: by three quarters of the deputies‘ voting for 
it in three ballots on three different days, or by two-thirds voting in favour on 
two occasions with an interval of no less than two and no more than five 
months. Fundamental changes have to be approved by a two-thirds majority of 
a special constituent assembly, elections to which will take place if two-thirds 
of the deputies call for them. The most important ‘fundamental’ changes are 
those which ‘resolve on any changes in the form of state structure or form of 
government’, or which call for a change in article 57.1 of the constitution 
asserting that ‘The fundamental civil rights shall be irrevocable’. A similar 
provision exists in the Romanian constitution (art.148.2). One may ask whether 
those provisions themselves are unamendable. The answer must be positive, 
‘because an incomplete entrenchment clause that is not self-entrenched is 
virtually pointless’ (Suber 1990, p. 101). Finally, most constitutions contain 
provisions that ban amendments of the constitution during martial law or a state 
of emergency. This is perhaps the only way in which they reflect the idea that 
constitutions must be able to resist temporary fits of passion. 

The machinery of government in the six countries does not lend itself easily 
to brief summary. Only Poland, as I said, combines a dual legislative with a 
dual executive: a lower house; an upper house that is both endowed with real 
powers and substantially different from the lower house; a government; and a 
president endowed with more than ceremonial powers. The emergence and 
evolution of this system is further discussed in Part IV below. Romania also has 
a bicameral system, in which the upper house is essentially similar to the lower 
house. Although it may serve the function of slowing down legislation which 
George Washington attributed to the American Senate, that end could have 
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been achieved without creating a second chamber. (When Thomas Jefferson 
asked George Washington why the Convention had established a Senate, 
Washington replied by asking, ‘Why do you pour your coffee into your saucer?’ 
‘To cool it’, Jefferson replied. ‘Even so’, Washington said, ‘We pour legislation 
into the Senatorial saucer to cool it.’) The Czechoslovak constitution, because 
of its federal structure, was bicameral. For essentially trivial reasons, as mentioned 
above, this is also the case in the new Czech constitution. 

The extent to which the constitutions set up a dual executive remains 
somewhat unclear. Generally speaking, the strength of the presidency vis-a-vis 
government and Parliament would seem to depend on two factors. First, a 
President chosen in direct popular elections has more legitimacy, and thus more 
clout, than one chosen indirectly, by Parliament. Second, and more obviously, 
the more powers attributed to the President in the constitution, the stronger 
the presidency. Specifically, the ga of the Presidency depends on the ability 
of the President to 


— conduct national defence and foreign policy 

— call a state of emergency or introduce martial law 

— call a referendum 

— exercise legislative initiative 

— exercise legislative veto 

— appoint the government 

— remove the government 

— appoint and remove individual ministers 

— dissolve Parliament 

~ appoint state officials without the countersignature of government 


Using these criteria, a reading of the constitutions suggests the following 
two-by-two table: 


Table 1 Constitutional comparisons 


President chosen President elected 

m direct elections by Parlament 
Strong powers of Poland Slovakia 
the presidency Romania 
Weak powers of Bulgaria (?) The Czech Republic 
the presidency Hungary (7?) 


The question marks must be taken seriously. In fact, perhaps all entries in the 
cells with the exception of Poland should have been supplied with this modifier. 
In many of the constitutions, the wording is so vague that it is hard to say 
what the powers of the Presidency are. In Hungary, for instance, the ongoing 
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power struggle between President Gonz and Prime Minister Antall over the 
appointment powers of the President turns only in part on the articles spelling 
out these powers, and more centrally on the general provision (art.29.1) which 
asserts that the President ‘safeguards the democratic operation of the State 
organization’. It was by virtue of this clause that the President refused to appoint 
the government's candidates for posts in the state-owned Hungarian Television 
and Radio. The issue was referred to the Constitutional Court, which essentially 
refused to take a stand, thus perpetuating the deadlock and the uncertainty. 

Also, some of the constitutions are poorly drafted and internally inconsistent. 
In one respect, for instance, the Slovakian Presidency is very weak. The President 
can be dismissed by Parliament by a three-fifths majority on political grounds, 
without any formal impeachment procedure. At the same time, he is the supreme 
commander of the armed forces, appoints and promotes top military officers 
without the countersignature of a minister, has the right to chair sessions of the 
cabinet, enjoys legislative initiative and the right to call a referendum. Obviously, 
strength and weakness are not simple dichotomous categories, but located on 
a continuum, which may even be multidimensional. 

In spite of these conceptual difficulties, I think it is fair to say that Central 
and Eastern Europe is somewhat anomalous with respect to the usual way of 
thinking about the Presidency. In the table given above, the upper right hand 
and the lower left-hand cells are usually supposed to be empty (Linz 1990; 
Lijphart 1992). To choose a mainly ceremonial President by popular election or 
to endow a President chosen by the assembly with strong executive powers is 
to go against the grain of constitutional thinking. The latter, Slovakian procedure 
is especially strange, as it obliges Parliament to elect or approve two executives 
with real powers. 

I conclude the section with a survey of rights, and the protection of 
enforcement of rights, in the East and Central European constitutions. I shall 
consider two rights-protecting devices: constitutionalism and judicial review 
(Elster forthcoming (3)). 

Constitutionalism. For our purposes there are two relevant questions to be 
asked. What rights are included in the constitution? How well does the 
constitution protect them? Concerning the first question, limitations of space 
prevent me from offering a full answer. Instead, I shall simply point to some 
anomalies or other salient features, limiting myself to the countries that have 
completed the constitution-making process. 

Although all countries have constitutional provisions guaranteeing the rights 
of ethnic minorities, the force of this protection differs widely. The Bulgarian 
constitution offers by far the weakest protection. For one thing, it contains a 
ban on political parties formed along ‘ethnic, racial or religious lines’ (art. 11.4). 
For another, the Bulgarian constitution is special in that it offers to ethnic 
minorities only the right to study their own language (art. 36.2), and not the 
right to study (all subjects) in their own language. It has a general ban on reverse 
discrimination, on grounds of race, nationality, ethnic self-identity, sex, origin, 
religion, education, opinion, political affiliation, personal or social status, property 
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status (art. 6.2). The Romanian constitution contains a limited ban in art. 6.2, 
which requires the protection of national minorities to ‘conform to the principles 
of equality and non-discrimination in relation to the other Romanian citizens’. 
Presumably this excludes affirmative action for the purpose, say, of promoting 
the situation of Gypsies. The Slovakian constitution contains both a general ban 
on reverse discrimination (art. 12) and a specific ban on affirmative action in 
favour of ethnic minorities (art. 34.3). In Hungary and Romania, the political 
rights of the minorities are protected by clauses ensuring their representation 
in Parliament. (One might wonder, though, if this does not contradict art. 6.2 of 
the Romanian constitution and indeed the more general principle of political 
equality.) 

Social and economic rights have a strong presence in the new constitutions. 
They range from the potentially useful through the empty and absurd to the 
positively harmful. In fact, empty and absurd provisions are also harmful. By 
introducing rights that are obviously unenforceable, there is a risk of devaluing 
the other rights in the constitution. The right to free health care and to social 
assistance, including unemployment benefits, may well be useful under the 
turbulent economic conditions of the region. Other provisions hover between 
the meaningless and the ridiculous. For instance, the Hungarian provision that 
‘People living within the territory of the Republic of Hungary have the right 
to the highest possible level of physical health’ (art. 70.1) would, if taken literally, 
imply that the whole national product should be devoted to health care. The 
frequently proclaimed right to a clean environment falls in the same category. 
A potentially more serious problem is offered by rights that are enforceable, but 
which would, if enforced, interfere seriously with the transition to a market 
economy. Thus art. 70.B.1 of the Hungarian constitution says that “Everyone 
who works has the right to emolument that corresponds to the amount and 
quality of the work performed’. This is an obvious legacy of the ‘principle of 
Socialist distribution’: to each according to his contribution. It leaves little room 
for the operation of market forces. 

The protection of rights is undermined by the fact that the relevant 
constitutional clauses are often circumscribed by clauses that render their import 
somewhat uncertain. On the one hand, there are many references to further 
regulation by statute (Cutler and Schwartz 1991, p. 536). For instance, art. 30.2 
of the Bulgarian constitution says that “No one shall be detained or subjected 
to inspection, search or any other infringement of his personal inviolability, 
except on the conditions and in a manner established by a law.’ Similarly, art. 
30.8 of the Romanian constitution says that ‘Indictable offenses of the press 
shall be established by law.’ Although the Hungarian constitution contains 
similar clauses, their sting is drawn by art. 8.2 which asserts that statutes ‘shall 
not limit the essential content of fundamental rights’, leaving Parliament free to 
expand the scope of rights but not to shrink them. E. Klingsberg (1992) 
concludes that this clause was intended not only to protect rights from 
being limited by statute, but ‘to entrench fundamental rights in the Constitution 
beyond the reach of the amendment process’. On the other hand, many rights 
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are limited by public or even private interests. To take a typical example, art. 37.2 
of the Bulgarian constitution says that ‘The freedom of conscience and religion 
shall not be practiced to the detriment of national security, public order, public 
health and morals.’ To see the potentially illiberal implications of this clause, 
the following characterization of Communist Bulgarian practices may be useful: 


there are... public campaigns directed at two religious practices which, though 
phrased in terms of their public health implications, could easily be, seen as connecting 
the campaign against Turkish names with an anti-Islam campaign. The government 
has directly called for an end to the Ramadam feast and ritual circumcision, calling 
the former ‘A Means of Crippling the Individual’, while describing the latter as 
‘Criminal interference with Children’s Health’ (McIntyre 1988, p. 73.) 


Whereas many constitutions assert that rights can be limited by the rights of 
others, art. 57.2 of the Bulgarian constitution asserts that they shall not be 
exercised to the detriment of the ‘legitimate interests’ of others. To have rights 
limited by the public interest is no doubt inevitable. However, the trump-like 
character of rights disappears entirely if they can also be overridden by private 
interests, 

Judicial review. All countries in the region practice ex ante or ex post reviews 
of legislation by constitutional courts (Schwartz 1992). The Hungarian court has 
been by far the most active one. In the last few years it has emerged as a major 
political force (Klingsberg 1992). In fact it has been characterized as the most 
powerful constitutional court in the world. Two sets of decisions that have 
been especially important concern legal reactions to acts committed under the 
Communist regime. In three cases the court was asked to assess the con- 
stitutionality of laws regarding restitution of nationalized land to its pre- 
Communist owners. (Constitutional Court Decisions No.21/ 1990, No.16/1991 
and No.28/1991; Klingsberg 1992; Paczolay 1992.) The court decided that the 
only reason for discriminating between former landowners and owners of other ° 
confiscated property or, more crucially, between former owners and ‘non-former 
owners’, would be a forward-looking one. If such discrimination would facilitate 
the transition to a market economy or otherwise have good social results, it 
was allowable; if not, not. In particular, the pattern of former property holdings 
was irrelevant. In a recent decision (Constitutional Court Decision No.11/1992) 
the court struck down as unconstitutional a law extending the statute of 
limitations for crimes committed during the old regime that, ‘for political 
reasons’, had not been prosecuted. In the first set of decisions, the court let 
utilitarian considerations take precedence over backward-looking considerations 
of abstract justice, on the grounds that the latter did not give rise to any 
subjective rights to restitution. In the more recent decision, the basic premise 
of the court was the principle of legal certainty, which was violated both by 
the element of retroactivity inherent in the law and by the vagueness of the 
phrase ‘for political reasons’, 

The Bulgarian Constitutional Court has emerged as a (weak) defender of 
minority rights against the illiberal provisions in the constitution. On the basis 
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of art. 11.4 and art. 44.2 of the constitution, deputies of the former Communist 
Party asked that the Movement for Rights and Freedom — the de facto party for 
the Turkish and Moslem minorities — be declared unconstitutional. Although 
six out of twelve judges found in favour of the petition and only five were 
against (one was sick), the petition was rejected on the basis of art. 151.1 in 
the constitution which requires ‘a majority of more than half of all justices’ fora 
binding decision. (Decision rendered on 22 April 1992.) The reasoning of the 
five judges was too tenuous and fragile, however, to provide a very solid 
guarantee. We should note, for instance, that the party that was created to serve 
the interests of the Bulgarian Gypsies has been declared unconstitutional (Troxel 
1992; Troebst forthcoming). 


IV: CONSTITUTION-MAKING IN POLAND: A CASE STUDY* 


Poland is unique among the East European countries in having a long constitu- 
tional tradition. Although it is difficult to indicate specific events or provisions 
that owe their explanation to that history, the frequent reference to the past in 
Polish constitutional debates justifies a brief summary of the pre-1989 history. 
Next, I discuss the dynamics and the achievements of the RTT. I then consider 
the fruitless constitutional efforts by the ‘contractual’ Sejm (lower house of 
Parliament) that was elected by the compromise arrangement in the RTT. Finally, 
I survey the debates and deals that led up to the adoption of the ‘little 
constitution’ in November 1992, and the current efforts to prepare a ‘big 
constitution. 


1 Elements of Polish constitutional history 
Poland’s constitutional history (Biskupski and Pula 1990) before 1989 can be 
divided into five stages. 

First, there is the tradition of the ‘gentry democracy’ that goes back to the 
fourteenth and fifteenth centuries. The decree that consolidated this tradition, 
‘Nihil Novi’, was promulgated in 1505. In this hodge-podge document, the 
most important provision is the provision stipulating that ‘nothing new’ was 
henceforward to be enacted without the concurrence of the three estates in the 
Sejm — the King, the Senators and the representatives of the lower gentry. All 
decisions had to be made unanimously: it was required not only that all estates 
had to agree, but that each individual member had to give his consent 
(the liberum veto). To this unique feature of early Polish constitutionalism we 
must add another: the tradition that the monarchy was elective (by unanimity) 

“rather than hereditary. It is no wonder that the chaotic and anarchic proceedings 
of the assembly became proverbial, whatever the original intentions may have 
been 


aooo II amamma 
“This section owes a great deal to the breless efforts of Wiktor Osiatynski to ornent me in the 
complexities of constitutional politics ın Poland. I also rely on mterviews with Jerzy Ciemniewski, Lech 
Falandyz, Leszek Lech Garlick, Bronislaw Geremek, Jerzy Jaskierrua, Lena Kolarska, Jan Maychrowsla, Tadeusz 
Mazowiecka, Adam Michruk, Andrzej Rzeplinski, Piotr Winczorek and Jaruna Zakrzewska 
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In theory, and originally in practice, the principle of unanimity had not been intended 
to block all change, merely to allow further discussion until a compromise was reached. 
As such it was a highly democratic principle. The problems emerged because of the 
procedural limitations imposed upon the Sejm; there simply was not enough time 
available to accommodate government business alongside the mass of private and 
local concerns ... Increasingly, however, and especially in the light of constant royal 
attempts to widen monarchical authority, the principle of unanimity was used ın a 
negative sense (Frost 1990, p. 48). 


It is tempting, but probably invalid, to see a survival of the anarchy in some 
of the current parliamentary practices. A deeper continuity lies in the fact that 
the Polish intelligentsia, which even today dominates much of political life, 
descends from the gentry and has inherited many of its attitudes, notably a 
marked paternalistic tendency (Leslie 1980, p. 144). 

Second, there is the constitution of 3 May 1791 — the oldest democratic 
constitution in Europe — that was adopted in a desperate attempt to reverse the 
slide into anarchy. By substituting majority rule for unanimity and introducing 
a constitutional, hereditary monarchy, it was intended to improve efficacy rather 
than democracy (Stone 1990, p. 65). However, the change came too late. In 1792 
the 3 May government was overthrown by Russian military forces, setting in 
motion a process of partition that destroyed Poland as an independent state for 
125 years. Although short-lived, the 3 May 1791 constitution remains a live 
force in recent debates. In the contractual Sejm, for instance, one reason for the 
accelerated work on a new constitution was a desire to have it adopted on the 
bi-centennial of the 3 May 1791 constitution. As a curiosum, one may note that 
at a meeting of the Central Committee of the Polish Communist Party on 18 
January 1989, Prime Minister Rakowski proposed the date of 3 May 1991 for 
the eventual legalization of Solidarity (Radio Free Europe Research 20 January 
1989.) 

Third, there is the constitution of 1921. After the accession to independence 
in 1918, an initial step was taken in the adoption of a ‘little constitution’ in 
1919, a brief document spelling out the division of powers between the Sejm, 
the government and the Chief of State. This step inaugurated a tradition: similar 
‘mini-constitutions’ were passed in 1947 and then again in 1992. The little 
constitution was then superseded by the full-blown constitution of March 1921. 
Although the constitution gave strong powers to the legislative, the proportional 
system of elections also ensured that this branch would be too weak and 
fragmented to use those powers for a constructive purpose. As mentioned in 
Part II above, the attempt to prevent the emergence of a strong executive led 
to the very opposite result, as the obvious inability of the Sejm to govern 
effectively paved the way for Pilsudski’s coup of May 1926. Over the next 
decade, the country was nominally ruled by the March 1921 constitution, 
supplemented by the August 1926 amendments that strengthened the power 
of the executive. In reality, Pilsudski, although he mainly remained behind the 
scenes, had the final say in all matters. To cite Norman Davis, ‘The arbitrary 
acts of the [Pilsudski] regime were no more edifying than the political squabbles 
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which preceded them. The May Coup, in the words of one bold spirit, must be 
likened to “an attack by bandits on a lunatic asylum” ' (Davis 1982, p. 425). 

Fourth, the constitution of April 1935 codified the strong executive. In the 
words of Leszek Garlicki, it ‘was centered around one institution, the President, 
and was written for one man, Jozef Pilsudski ... It was an irony of history that 
Pilsudski died on 13 May 1935, ten days before the new constitution became 
the supreme law of the land’ (Garlicki 1992, p. 73). Except for this twist, the 
document is of scant interest today. 

Finally, the constitution of 1952, modeled on the 1936 Soviet constitution, 
reintroduced the form of parliamentary supremacy while simultaneously robbing 
it of all content. The Soviet concept of the unity of state power is incompatible 
with any notion of separation of powers among different organs of state. All 
power is concentrated in Parliament, including the power to offer binding 
interpretations of the constitution. In reality, of course, all power was vested in 
the Communist Party, and Parliament was as much a sham as the other parts 
of the constitutional machinery. Towards the end of Communist rule, however, 
the Sejm adopted amendments to the constitution that introduced two elements 
of the rule of law in an otherwise arbitrary system, the Office of the Ombudsman 
and the Constitutional Court (Majchrowski and Winczorek 1992, pp. 14-28). 


2 The Polish Round Table Talks 
The following relies mainly on W. Osiatynski, (‘The roundtable negotiations in 
Poland’, Working paper # 1 from the Center for the Study of Constitutionalism 
in Eastern Europe, University of Chicago Law School), articles in Radio Free 
Europe Research, January—April 1989, and interviews with participants in the RTT. 
The RTT, which opened formally on 6 February 1989 after several months of 
jockeying for position, began as a simple bargain between the Communist Party 
and Solidarity. Confronting a desperate economic situation, the regime needed 
the support of the opposition. On the one hand, social peace and consensus 
were needed to implement harsh but necessary economic reforms. At the very 
least, the opposition had to abstain from calling for continued strikes, and 
preferably to call for an abstention from strikes. On the other hand, the regime 
needed political legitimacy, both as an element of the social consensus and as 
a condition for foreign aid. If the opposition called for an abstention in the 
forthcoming elections, as it had threatened to do, this condition would be 
destroyed. In return, the opposition asked for a legalization of Solidarity. Initially, 
this demand was put forward as a prerequisite for holding talks at all, the main 
topic of the latter being the package of economic reforms. When the government 
refused, Walesa agreed to let the recognition of Solidarity be an item for 
bargaining together with the economic reforms. Consequently, the RTT included 
separate sub-tables on ‘Union pluralism’ and ‘Social and economic policy and 
systemic reforms’. In addition, a sub-table on ‘Political reforms’ was set up to 
negotiate the conditions under which Solidarity could participate in the elections. 
This sub-table, which turned out to be the most important, was headed by 
Bronislaw Geremek on Solidarity’s side. 
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In addition to union pluralism, Solidarity demanded political pluralism and 
free elections. The Communist Party, on its side, did not want to give up its 
contro] over Parliament. Early on, the idea was launched to reserve a number 
of ‘safe’ seats for the Communists and to have free, competitive elections for 
the remaining. On 26 January, an establishment intellectual (Arthur Bodnar) was 
quoted as suggesting that 55 per cent of the sets was enough for the Communist 
Party and its coalition partners to retain a ‘leading role’ (Radio Free Europe 
Research 6 February 1989). Although the government would have preferred to 
yield some safe seats to the opposition, it eventually made a concession on the 
principle of competitive elections for some of the seats. The proportion of safe 
seats, first set at 60 per cent, was raised to 65 per cent when the government 
negotiators claimed to need an additional 5 per cent for ‘our Catholics’. With 
65 per cent of the seats, the government would have control over ordinary 
legislation and over the formation of government. 

In exchange for conceding free elections for some of the seats, the government 
negotiators demanded the introduction of the Office of the President to replace 
the Council of State, a sort of collective presidency created by the 1952 
constitution. The President would be vested with large powers, and be elected 
by the Sejm together with various other bodies that could be counted on to 
vote with the Communists. In this way,-any democratic procedures initiated by 
the new Sejm could be thwarted, if necessary. At this time (early March), the 
focus of the negotiations had shifted from the official and highly publicized RTT 
to smaller, more informal meetings at the luxury resort Magdalenka. Among 
the top leaders present were Walesa and Geremek from Solidarity and ‘two 
ministers, Czeslav Kiszczak and Aleksander Kwasniewski from the government. 

The following description of the events set in motion by the proposal of the 
government negotiators is taken from Wiktor Osiatynski: 


Geremek's answer was that they could agree to see democracy raped once, but not 
two or more times. This silent deadlock was interrupted by Kwasniewski’s extempor- 
aneous thought: ‘How about electing the president by the Sejm and the Senate, which, 
in turn, would be elected freely.’ ‘This is worth thinking about’, said Geremek. The 
opposition did not care about the Senate, but was attracted by the idea of free 
elections in general. The party went along, seeing in Kwasniewski’s proposal a road 
to electing their own candidate with some measure of legitimacy. Thus, through 
mutual self-interest, a compromise was reached and there occurred one of the most 
significant decisions of the Round Table, ie. free elections to the Senate (p. 43). 


It remained to fix the role of the Senate in the machinery of government. 
Whereas the government negotiators had successfully bargained for a large 
proportion of safe seats in the lower house, they fought a losing battle to reduce 
the powers of the upper house. First, they wanted it to serve as a merely advisory 
body. Next, when they did grant the Senate the right to veto legislation passed 
by the Sejm, they wanted the Sejm to be able to override the veto by a majority 
of 11/20, a quaint proportion that was taken from (and justified by) the March 
1921 constitution. The Solidarity negotiators, however, insisted on and obtained 
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that a two-thirds majority would be needed to override a veto by the Senate. 
(According to some participants, there was also an intermediate proposal of a 
3/5 majority.) Agreement on this point was reached only fifteen minutes before 
the agreement was to be signed, an instance of the ‘deadline effect’ that has 
often been observed in negotiations (Roth 1987, pp. 36—38). 

To see the significance of these controversies we need to look at some 
numbers. The Sejm had 460 members. The new Senate would have 100 members. 
The guarantee of 65 per cent of the seats in the Sejm wound ensure the party 
at least 299 votes in the Sejm, more than half of the seats of the joint session 
of the Sejm and the Senate that was to elect the President by an absolute majority. 
If the Sejm could override a veto of the Senate by 11/20 or even 3/5 of the 
votes, their 299 seats would be more than enough. To muster a two-thirds 
majority, they would need 307 votes, 8 more than what they would be certain 
to have. (Hence the two bargaining issues — the proportion of safe seats and 
the majority needed to override a Senate veto — were obviously connected. The 
government's victory over the first issue was empty, given its defeat over the 
second.) The same two-thirds majority would be needed for revisions of the 
constitution. Virtually nobody seems to have doubted that they would indeed 
obtain the eight additional votes. The following comment by the well-informed 
Louisa Winton, writing on 20 March, is representative: 


In the final days of the talks, the Solidarity side won an expansion of the margin 
required in the Sejm to override a Senate veto to two-thirds from the three-fifths the 
government had originally proposed. As the communist party and its allies have 
assured themselves of 65 per cent of the seats in the Sejm, this provision would 
require the authorities to win over a modest number of deputies from outside the 
official camp in order to override a veto. This is likely to be more important in principle 
than in practice, as the authorities have indicated that they intend to run candidates 
for the 35 per cent of Sejm seats to be filled through competitive elections (Radio 
Free Europe Research 7 April 1989, italics added.) 


It came as a surprise to all, and as a shock to the Communists, when Solidarity 
swept the elections, winning all contested seats in the Sejm and all but one seat 
in the Senate. Soon thereafter the rats left the sinking ship, in the form of a 
massive defection of two small parties (the Peasant Party and the Democratic 
Party) that had been allied with the Communists in the old Sejm. Together with 
the 161 seats obtained by Solidarity, they formed the parliamentary majority 
for the first non-Communist government, appointed in September 1989 and 
headed by Tadeusz Mazowiecki. 

In spite of the massive defeat of the Communists, General Jaruzelski, their 
candidate for the Presidency, was duly elected in accordance with the RTT 
agreement. He chose, however, to abstain from using his extensive powers. 
(During the December 1989 round of constitutional amendments, his only 
demands were for a mention of social justice and for some words about about 
the army. Both were satisfied.) The powers became more important with the 
election of Walesa to the Presidency in December 1990. It then became clear 
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that the powers were not only extensive, but vaguely defined. According to 
one commentator, they had been ‘left deliberately vague on the assumption, 
current early in 1989, that a Communist President would use whatever 
prerogatives he saw fit, since he could rely on the backing of the army, security 
forces and his Soviet sponsors’ (Sabbat-Swidlicka 1992, p. 26). According to 
another, it was the other way around: ‘Opposition negotiators have since 
admitted also to having deliberately designed the ‘presidential clauses’ of the 
round-table agreement to be as confusing as possible, with an eye to reduce 
Jaruzelski’s room for maneuver’ (Krol cited in Winton 1992, p. 19). According 
to a centrally placed participant in the RTT, however, the powers of the presidency 
have a different origin. Stanislaw Ciosek (Politburo Member, one of the two 
main party negotiators, and currently Polish ambassador to Russia) is reported 
to have said that ‘The Politburo will never accept anything short of a strong 
Presidency, designed for Jaruzelski. But without a President it will not be possible 
to destroy the Party.’ 

The RTT also made two decisions about the Senate that turned out to have 
important consequences. The first concerned the mode of election of the senators. 
‘While Solidarity preferred proportional elections, the government suggested 
“an American model”, i.e. two senators from each of 49 voivodships in Poland 
(three from the biggest cities, 100 in all). The government's rationale was the 
hope that industry-based Solidarity might lose in smaller, predominantly rural 
voivodships’ (Osiatynski, p. 34). While that hope was frustrated, the Senate did 
acquire a definite rural bias. The second decision concerns a failure to translate 
a provision in the RTT agreement into the constitutional amendments adopted 
by the Sejm on 7 April. According to the deal that was struck, the Senate was 
to participate ‘on the same basis as the Sejm’ in the amendments and adoption 
of the Constitution (ibid, p. 46). However, the 7 April amendments left 
unchanged the clause in the constitution that amendments require a two-thirds 
majority in the Sejm. Below I conjecture that the fate of the ‘little constitution’ 
might have been different had the participation of the Senate in the amending 
power been fully recognized. At the time, however, nobody expected these 
details of the constitutional machinery to matter. 

The Polish RTT can be used to highlight the influence of threats and warnings 
in constitutional bargaining. Threats are vulnerable to problems of credibility: 
even if the threatener is able to do what he threatens to do, his threat may not 
carry much weight if it will manifestly be against his interest to execute it. 
Although there are ways to get around this problem (Dixit and Nalebuff 1991, 
p. 161-84; Schelling 1960), the risk of having one’s bluff called is often a 
powerful deterrent against making the threat in the first place. Could the 
Solidarity leaders credibly threaten to call for mass strikes if their demands 
were not satisfied? Could the government negotiators credibly threaten to call 
for Soviet intervention unless Solidarity backed off? 

As a foreign observer, and a relatively ignorant one, I do not know the answer 
to these questions. However, it seems to me that they may not be very relevant, 
because the parties were in a position to use warnings rather than threats. 
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Typically, threats are made when each of the two bargaining parties is a unitary 
actor, whereas warnings are more likely to be made when the actors are internally 
divided, so that the negotiators can say, with some (always uncertain) credibility 
that ‘I cannot control my members’ or ‘I cannot control my left’ (or right, as 
the case may be). It can also be shown that a party will obtain a bargaining 
advantage if it can credibly claim, e.g. by virtue of geographical distance or its 
internal by-laws, that it needs some time before it can respond to the opponent's 
offer (Barth 1990). Here again, weakness is strength. The RTT distribution of 
forces was very much of the latter kind, with softliners in the two camps 
negotiating with each other and using hardliners in their own camp as bargaining 
chips (Przeworski 1992, ch.2). In the case of Solidarity, the inability of the leaders 
to control the impatient, young elements among the workers was a reality rather 
than an appearance created for bargaining purposes, at least sufficiently so to 
make the warning credible. Similarly, Janusez Reykowski, the government 
co-chairman of the Political Reforms sub-table, recalls that 


his most serious argument was a warning rather than a threat. This argument, which 
emphasized the commonality of interests, was as follows: ‘If we do not come to an 
agreement, then all we who negotiate at the Round Table will be the losers. Others 
will come, they will try to use force to solve Poland’s problems. It is not important 
if they win or lose, for in both cases Poland will lose and we, the Round Table 
negotiators, will lose. It does not concern only us, on this side of the table, for you 
will be wiped out by the more radical forces, too’ (Osiatynski, p 40) 


3 Constitution-making efforts in the contractual Sejm 
The following draws on Majchrowski and Winczorek 1992; Rapaczynski 1991; 
Morawska 1992; and Kallas 1992. 

The Sejm elected in June 1989, and in session until the elections of October 
1991, had a dubious democratic pedigree. It contained a large contingent of 
ex-Communists, who had not been chosen in free elections but nominated by 
the Party. For this reason many members of Solidarity, notably Mazowiecki 
during his period as Prime Minister, were opposed to the idea of having the 
new constitution adopted by this body. Geremek, on the other hand, argued 
that the adoption of a new constitution was a vital practical matter, because of 
the lack of clarity in the relations among the main organs of the state. Also, he 
thought, the circumstances were uniquely propitious. Up to the summer of 1990, 
the Communists were still so demoralized, and Solidarity still so unified, that a 
new constitution could easily have been passed. The occasion was missed, 
however. At Geremek’s request, a draft was prepared by two independent 
drafters, one of whom served in the Mazowiecki government. He felt obliged 
to pass it on to the Prime Minister, who shelved it. 

In December 1989, both the Sejm and the Senate appointed committees to 
draft a new constitution. The Sejm draft might have stood a chance of being 
adopted, had it not been for the election of Walesa to the Presidency in 
December 1990. Walesa was chosen in direct elections, following a constitutional 
amendment supported by the ‘Warsaw’ group of intellectuals who believed it 
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would favour their candidate for President (Mazowiecki). According to Ra- 
paczynski 1991, p. 605, note 22, the real preferences of the Warsaw group was 
for indirect elections. Because they miscalculated the popular support for 
Mazowiecki, they would have been better off had they stuck to this principle. 
According to Geremek, constitutions can be adopted in one of two ways: by 
consensus or by surprise (Interview with Geremek 21 January 1993.) By late 
1990 and early 1991, the chance for consensus was gone, but surprise might 
still have worked. However, because of the opposition of Walesa to the Sejm 
draft, the process lost its momentum. That opposition was due both to the lack 
of legitimacy of the contractual Sejm and to the fact that the draft prepared by 
the constitutional committee of the Senate gave much wider powers to the 
President. In fact, Walesa at this time claimed that the contractual Sejm was 
dominated by ‘an alliance between the compromised ex-Communists and the 
“leftist” intellectuals in the government’ (Rapaczynski, p. 604). His chief of staff 
at the time, Jaroslaw Kaczynski, was probably a main influence on Walesa in 
this respect. Later, Kaczynski quit the office of chief of staff and became the 
influential leader of the Center Alliance. He and his followers now claim that 
Walesa himself, or at least his new staff, is also tainted by a Communist past. 
To capture Kaczynski’s attitude, one might say that he is anti-anti-anti- 
Communist rather than simply anti-Communist, being more contemptuous of 
those who want to forget the crimes committed by the Communists than of 
those who committed them. The final drafts of the Sejm and the Senate were 
presented in, respectively, August and October 1991. According to some 
observers, the only reason why the drafters managed to reach agreement was 
that they knew that their drafts had no chance of being adopted. 

Andrzej Rapaczynski, who served as expert advisor to the subcommittee on 
institutions of the constitutional committee of the Sejm, has offered some 
glimpses of the proceedings of that body. Perhaps the most interesting 
observations concern the debates on the electoral laws, which were delegated 
to this committee. Although some deputies called for the constitutionalization 
of electoral laws, 


the move to include the basic choice of an electoral system in the constitution lost 
most of its support. Among the common arguments against it was the unconvincing 
(and factually inaccurate) claim that few countries have such constitutional provisions. 
The more convincing argument was that the Round Table Parliament, containing the 
Communist epigones committed to proportional representation, would Oppose any 
constitutional provision mandating a majoritarian system. And since most people who 
took the idea seriously favored some form of the majoritarian system, attempts to 
include such a provision were discontinued (p. 622). 


$ 


Rapaczynski also provides an antidote to the view that the position of a party 
on the choice of electoral system is always and everywhere a function only of 
its electoral interests and prospects. He claims that many groups supported 
proportional representation, ‘despite a potential party interest to the contrary’, 
because they had ʻa certain vision of democracy or, more precisely, of the idea 
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of representation’ (ibid, p. 617). In this vision, proportionality is needed to ensure 
that Parliament is a microcosm of society, a faithful reflection of all social forces. 
The values of governability and stability are not perceived as similarly important. 
In the current debates over the new electoral law, the liberal (or libertarian) party 
UPR has taken a similarly counter-interested stance, by favouring a majoritarian 
system by which it would be certain to do badly. They would seem to favour 
efficiency over self-interest, whereas the groups referred to by Rapaczynski let 
democratic values take precedence over self-interest. 


4 The little constitution and beyond 
The following draws on Winton 1992; Morawska 1992 and on interviews with 
participants in the making of the little constitution. 

On 17 November 1992, President Walesa ratified the ‘small constitution’ 
barely one hour after the Constitutional Tribunal had ruled that the new 
parliamentary rules according to which it had been passed were constitutional. 
This act was the conclusion to one of two tracks of constitution-making 
undertaken by the Parliament elected in October 1991. The other track may 
eventually lead to the adoption of a ‘big constitution’, which will supersede the 
little one. 

As mentioned earlier, the idea of adopting a small, almost minimal constitution 
has several precedents in Polish history. This time, the initiative was taken by 
President Walesa. In November 1991, he asked his legal staff to prepare a brief 
document that would bring some order and regularity to the confused relations 
between the Parliament, the government and the President. The draft, prepared 
in about four hours, replaced the parliamentary supremacy enshrined in art. 20 
of the RTT constitution (‘The Sejm of the Republic of Poland shall be the supreme 
organ of the Republic of Poland’) with the supremacy of the Presidency. Two 
main issues were resolved in the draft. First, the dual authority over foreign 
affairs and security matters was removed. Under the RTT constitution, the 
President and the Defence Minister both had (ill-distinguished) powers in this 
domain. The Presidential draft resolves any ambiguity by asserting in article 9.1 
that the Council of National Security has competence in all matters related to 
defence and security, and in article 9.2 that the President is Chairman of the 
Council of National Security. 

Second, and more important, the draft clarified the mode of appointment of 
the Prime Minister. On this matter, the RTT constitution says only that the PM 
is appointed and recalled by the President, whereas the Sejm appoints and 
dismisses individual ministers as well as the Council of Ministers as a whole. 
(At one point, Mazowiecki had to tell one of his ministers, whom the Sejm 
refused to dismiss, to take an extended holiday.) Indirectly, it also implies that 
the presidential nominee needs the approval of the Sejm. The system contains 
a number of flaws and ambiguities, which became evident in the protracted 
struggle between Walesa and Parliament over the appointment of Jan Olszewski 
as Prime Minister after the elections in October 1991. Although it was clear 
that Olszewski had the support of a majority in the new Sejm, the President 
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dragged his feet over the appointment, while simultaneously preparing a draft 
for the little constitution that gave the President strong powers in the formation 
of the government (see below). It is possible that the presentation of his draft 
for the little constitution was intended as a quid pro quo — I'll appoint your 
candidate for Prime Minister if you'll approve my constitution. If that was the 
case, the deal was not consummated. It is more likely that the draft was simply 
intended as an opening bid — an extremely Presidency-centred proposal that 
could be bargained into the eventual adoption of a semi-presidential system. 

Walesa’s draft for the little constitution was sent to the Sejm, only to be 
withdrawn when the commission discarded the points he most cherished. The 
idea of a little constitution was not dead, however. In April, the Democratic 
Union (the party of the ‘Warsaw intellectuals’ faction of the former Solidarity) 
submitted a draft of the little constitution to the Sejm. The extraordinary 
constitutional committee set up to examine the draft was chaired by Mazowiecki, 
who was also the head of the Democratic Union. The reason why the Democratic 
Union draft was nevertheless modified on a number of points was that the three 
drafters were not present to defend it: two of them had entered the government 
and the third was in hospital. 

The two main compromises that were made relate to the mode of formation 
of the government and the role of the Senate. Another compromise was the 
inclusion of proportional elections as a specific clause in the constitution. This 
provision, which was granted as a concession to the Peasant’s Party in exchange 
for its approval of the document as a whole, is compatible with the use of 
thresholds to prevent party proliferation and fragmentation. Before | proceed 
to the details, I need to explain two key terms in the debates. A simple majority 
for a proposal means that there are more positive votes than negative, the 
number of abstentions being irrelevant. An absolute majority means that more 
than half of the votes cast are for the proposal, with the abstentions being 
effectively counted with the negative votes. Given the frequent abstentions in 
the Sejm, caused by the presence of many small parties, these two majority 
requirements can differ considerably. In the little constitution, and even more 
so in the draft of the Democratic Union, the relations between the Sejm and the 
other organs of state are based on the principle of an absolute majority, thus 
lending the document a coherence which it lacked before. 

In the presidential draft, the key articles relating to the appointment and 
dismissal of the government were the following: 


Art. 1. The President appoints the Prime Minister and, on his motion, the other 
members of the cabinet. 

Art. 2.1. The Prime Minister presents the programme of the government and asks for 
a vote of confidence. The Sejm adopts the vote of confidence with a simple majority, 
in the presence of half of the deputies. 

Art. 2.2. If the cabinet does not get a vote of confidence, the Prime Minister offers his 
resignation to the President, who accepts it. 

Art. 2.3. If the Sejm makes no decision in the matter of the vote of confidence within 
30 days, it 1s assumed that the cabinet has received the vote of confidence. 
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Art. 3.1. The Sejm can vote a lack of confidence in the government with an absolute 
majority, in the presence of half of the deputies. (In the first version of the draft, this 
article also allowed the President to oppose a veto to the vote of no confidence, in 
which case the vote of confidence had to be adopted with a 2/3 majority. When the 
proposal containing this provision was published, the President himself struck it out, 
saying ‘This goes too far’.) 

The draft of the Democratic Union was somewhat less ‘presidential’. Here, a 
four-step procedure was envisaged. First, the President proposes a candidate for 
the post of Prime Minister, who must be approved by an absolute majority of 
the Sejm. If his candidate fails to pass this hurdle, the Sejm can appoint its own 
candidate, if it can muster an absolute majority for him. In case the Sejm fails 
to do so within a specified period, it is the President’s turn to propose again, 
but this time only a simple majority is needed for the Sejm’s approval. If that 
majority is not forthcoming, Parliament shall be dissolved. 

Jaroslaw Kaczynski, leader of the Center Alliance (a centre-right split-off from 
Solidarity) and member of the extraordinary commission of the Sejm to examine 
the little constitution, had a consistently anti-presidential attitude. In principle, 
he was for a strong Presidency — as long as it was not occupied by Walesa, 
towards whom he had developed violently hostile feelings after they broke their 
alliance in late 1991. In the constitution-making process, therefore, he pushed 
for a predominant role for the Sejm in the formation of the government. The 
ex-Communist Party sLD was close to his position, but more willing to 
compromise. In fact, the sLD deputy Jerzy Jaskiernia was the engineer of 
the proposal that was finally adopted. In a procedure that is probably un- 
rivaled in its complexity, the formation of the government now involves five 
steps. After the first three steps in the Democratic Union draft, a fourth 
step is added in which Parliament can choose a candidate for Prime Minister 
by simple majority. This step makes it more likely (compared to the draft of 
the Democratic Union) that the government will be formed through parlia- 
mentary initiative. 

In the RTT constitution, the Sejm needed a two-thirds majority to overrule a 
veto by the Senate. In its own by-laws, the Sejm also adopted the principle that 
a simple majority was needed to accept the amendments for ordinary legislation 
and a two-thirds majority for constitutional laws. This meant that an amended 
bill that received less than 50 per cent (67 per cent for constitutional laws) but 
more than 33 per cent of the votes in the Sejm was killed — neither the amended 
nor the unamended version was passed. 

To overcome this problem, two solutions were attempted. In July 1992, the 
Sejm changed its by-laws so that an amended bill was automatically passed 
unless there was a two-thirds majority against the amendments in the Sejm. This 
solution eliminated the indeterminacy that was inherent in the earlier system, 
but at the cost of giving decisive legislative power to the Senate. Half of the 
Senate, together with one-third of the Sejm, could now decide the fate of any 
law, including changes in the constitution. The second solution was that adopted 
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by the small constitution. Here, amendments by the Senate are accepted unless 
they are rejected by an absolute majority in the Sejm. To get the small 
constitution, including this provision, passed, the Sejm first amended its by-laws 
again. On 16 October, the deputies reintroduced the original procedure for 
ordinary statutes, but decided that in the case of constitutional amendments 
there would only be a vote on whether to adopt the Sejm’s amendment. If the 
amendment failed to get two-thirds of the votes, it was rejected, whereas before 
there had to be two-thirds against if for rejection. Next, the Sejm went ahead 
and voted down the Senate amendments to the little constitution. 

Perhaps surprisingly, the new rules do not necessarily weaken the Senate. 
The recent debates on the regulation of television and abortion can be used to 
illustrate the ambiguity. On both issues, the Senate tends to be more conserva- 
tive, because of the rural overrepresentation; hence its propensity to add 
restrictive amendments to the Sejm’s bills. Concerning television, the Senate 
added the requirement that Tv has to respect ‘Christian values’ and ‘raison d'état’. 
Under the little constitution, the Sejm needs an absolute majority to stop the 
amendment, against the two-thirds majority that would have been needed under 
the RTT constitution. The power of the Sejm to kill the whole bill by simple 
majority would have been irrelevant, given the obvious need for some kind of 
bill to regulate television. The Senate, then, is definitely weaker than under the 
old system. Consider, however, abortion. The Sejm has voted a law that is only 
slightly more restrictive than the existing legislation. If the Senate had introduced 
more stringent clauses, the Sejm would have needed an absolute majority to 
block the amendments, whereas before a simple majority could kill the whole 
bill, and would in fact do so if it preferred the existing law to the amended bill. In 
such cases, the Senate has stronger powers under the little constitution. 

In the words of one constitutional judge, the Sejm changing its by-laws for 
the mere purpose of being able to override the Senate amendments to the 
constitution was ‘not a very elegant’ procedure. However, when a number of 
deputies brought the case before the Constitutional Court, it was found to be 
wholly constitutional. The decision was made on the basis of article 106 of the 
constitution, which asserts that changes in the constitution need only a 
two-thirds majority in the Sejm, with no mention of the Senate. The outcome 
might have been different if the provision in the RTT agreement that the Senate 
should participate ‘on the same basis as the Sejm’ in the revision of the 
constitution had been incorporated in the 7 April amendments. 

There is one provision in the little constitution that definitely limits the power 
of the Senate, viz. art.17.3 to the effect that ‘Any amendment by the Senate, 
imposing a burden upon the State Budget, shall be required to indicate a source 
of finance thereof’. In the draft presented by the Democratic Union, similar 
provisions applied to individual deputies and committees in the Sejm. However, 
during the work in the extraordinary commission of the Sejm, these were 
eliminated, and only the restrictions aimed at the Senate were retained. The 
deputies wanted for themselves the right to behave irresponsibly which they 
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denied the Senators. (This episode is a textbook example of the idea already 
mentioned: people never try to bind themselves: rather, politics is about binding 
others.) When a Senate amendment proposed to eliminate the offending article, 
the Sejm ptedictably voted it down. A centrally placed participant claims, 
however, that the Senate would have succeeded if it had proposed instead to 
reintroduce the budgetary restrictions on the Sejm that were part of the 
Democratic Union's draft. 

I conclude with a few words about the second constitution-making track of 
Parliament. In April 1992, the Sejm passed a constitutional bill that regulated 
the procedure to be used for the adoption of a new constitution (East European 
Constitutional Review 1992). The draft will be elaborated by a joint constitutional 
committee of the Sejm and the Senate, with 46 members from the former body 
and 10 from the latter. In addition, the President, the government and the 
Constitutional Court will have non-voting representatives on the committee. 
To be adopted, the constitution will need a two-thirds majority in a joint session 
of both houses of Parliament and then popular approval in a referendum. After 
amendments by the Senate, which the Sejm then rejected on formal grounds, 
the bill was passed in July 1992, more or less simultaneously with the final 
hammering-out of the details and compromises in the little constitution. This 
somewhat schizophrenic behaviour does not, however, seem to have worried 
anyone. 

It is far from clear that a ‘big constitution’ will ever be passed. There are 
two main gaps that need to be filled: a bill of rights and the organization of 
the judiciary. In November 1992, President Walesa submitted a bill of rights to 
Parliament, which is now being considered in the joint constitutional committee. 
If it is passed, as seems quite likely, it will be as a separate body of legislation 
and not as part of the big constitution. Concerning the judiciary, the main defect 
in the existing constitution is the ability of Parliament to overrule decisions of 
the Constitutional Court. Although most legal scholars are strongly against this 
provision, it may be more difficult to get the consent of Parliament to its 
abolition. 

It is hard to predict what changes the big constitution might bring in the 
machinety of government. Although nobody really seems to think there is a 
need for a Senate, the fact that the Senate will vote on the new constitution 
makes it virtually certain that it will remain in existence. The situation is 
somewhat analogous to the influence of the small states at the Federal 
Convention when the representation of the states in the Senate was discussed. 
Although the small states did not by themselves have a majority for equal 
representation, they could obtain a majority by logrolling. Similarly, the Polish 
Senate will almost certainly be able to muster 87 Sejm deputies to vote against 
the abolition of the Senate, in exchange for support of their favourite proposals. 
Hence, one observes a curious process of backward reasoning, from the 
conclusion to suitable premises. Some claim that the Senate is needed as the 
‘guardian of the laws’, although it is hard to see why the Presidential veto and 
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the Constitutional Court do not suffice in this regard. Others claim that the 
Senate is needed to refine legislation or to delay and slow down the legislative 
process, although these ends could certainly have been realized without a second 
chamber. Still others refer to the tradition for a Senate in Polish history, or to 
the presence of a Senate in the assemblies of all large European countries, without 
even trying to explain why these facts provide an argument for having an upper 
house. 

With regard to the Presidency, there are some indications that we may 
observe a replay of the adoption of the small constitution: a strongly presi- 
dential draft as an opening bid by the President, in the expectation that 
a semi-presidential compromise will be worked out further down the line. An 
alternative to this ‘split-the-difference’ model of constitutional bargaining could 
be a moderate opening bid by the President, coupled with a stated expression 
of unwillingness to make concessions and compromises. The President's bill of 
rights was offered somewhat in this spirit. Although its adoption seems to be 
favoured by the general surprise it caused, consistently with Geremek’s hyp- 
othesis cited above, it may be difficult to play the card of surprise more than 


once. 


5 Conclusion 

In brief conclusion, I suggest that the main force behind the Polish process of 
constitution-making has been institutional self-interest. All the main actors — the 
Presidency, the Sejm and the Senate — have been concerned with preserving and 
expanding their powers with respect to legislation and the formation of the 
government. In the Assemblée Constituante, Clermont-Tonnerre observed that 
the ‘three-headed hydra’ — king, first chamber and second chamber — which the 
constitution should create could not itself have created a constitution (Archives 
Parlementaires, vol.8, p. 574.) The constituent assembly had to be a single body. 
Now, the experience from Bulgaria suggests that if that body serves as an 
ordinary legislature, it may write excessively great powers for itself into the 
constitution. To ensure a proper system of checks and balances in the constitution, 
one might in fact wish for an element of checks and balances in the constitution- 
making process. However, there is no reason to believe that the bargaining power 
of the constitution-making bodies will correspond to their normatively desirable 
influence in the machinery of government. The role of the Senate offers the best 
illustration of this point. Its impact on the constitution is arguably much greater 
than its normatively desirable role in the constitution. 

The second most important force has been the perceived electoral interests of 
the political parties and groupings. The RTT agreement owed much to this factor. 
Party interest also shaped the electoral laws, which in turn have been an 
important influence on the political geography of Parliament and hence on the 
constitution-making process. 
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Third in order of importance I would rank the continued presence of former 
Communists and the dynamics created by their survival. Although one might 
have thought that the ex-Communists would end up as ‘constitution-wreckers’, 
somewhat analogously to the diehard fraction of the aristocracy in the Assemblée 
Constituante, this does not seem to have been the case. In fact, they have 
probably mattered less for what they have done than for what they have caused 
others to do. Political life in all post-Communist societies has become highly 
polarized over the way to treat collaborators with and agents of the former 
regime. Enmities and alliances formed on this basis may carry over to the 
constitution-making arena. The best example is Kaczynski’s opposition to Walesa 
that was translated into an opposition to a strong Presidency. 

Finally, there has been a not inconsiderable amount of sheer sound and fury: 
bad timing, miscalculation of electoral prospects, unintended side effects of 
hastily written provisions, and the clash of personalities. Except for the 
unforeseen consequences of the creation of a Senate in the RTT, such accidents 
de parcours do not seem to have had a decisive influence. Most of the time, the 
actors seem to have known what they were doing and to have gotten what 
they thought they were getting. 
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FROM TRANSFORMATION TO 
MODERNIZATION: ADMINISTRATIVE 
CHANGE IN CENTRAL AND EASTERN 
EUROPE 


JOACHIM JENS HESSE 


I INTRODUCTION 


Administrative change in the post-Communist or rather post-Socialist countries 
of Central and Eastern Europe on which the present volume concentrates — 
Poland, the Czech and Slovak Republics, and Hungary —has reached a stage 
which allows for an initial stock-taking of developments since the demise of 
Communist rule at the end of the 1980s. The renewal and partial re-building of 
public administration in these countries have arrived at a critical juncture which is 
characterized by a gradual shift in emphasis from administrative transformation, 
which provided the dominant reform pattern during the first phase of post- 
socialism, to administrative modernization, which is likely to shape developments 
over the coming years. There are two main strands in this process of re- 
orientation. First, the explicit rejection of the administrative heritage of the 
socialist past is declining in importance, whilst functional considerations are 
steadily gaining in weight. Second, grand reform designs are progressively losing 
their attractiveness, and the need for improved implementation and continuous 
administrative development is increasingly recognized by policy makers. 
Socialist state administration differed fundamentally from the classical, ‘bour- 
geois’ models. What became known as ‘democratic centralism’ provided in many 
respects a mirror image to the organizational principles of modern western 
public administration. Basic distinguishing features of socialist administration 
included extreme centralization, with pervasive hierarchical controls over the 
lower levels of administration; this implied, for example, the absence of an 
independent sphere of local government. Centralization was coupled with 
concentration, i.e. the fusion of executive and legislative powers in the highest 
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organs of the state, which were, in tum, controlled by the decision-making 
bodies of the ruling Communist/Socialist Party. Party control extended over all 
levels and branches of state administration, and the Party and state apparatuses 
were closely intertwined. The will of the Party was superior to the rule of law; 
consequently, the principle of legality played only a secondary role in administra- 
tion. Accordingly, effective external controls over the legality of public admin- 
istration hardly existed. Concerning administrative personnel, allegiance to the 
tuling party was the decisive criterion for career development. 

Of course, these basic principles of socialist administration were applied with 
different emphases and in different forms in the countries of Central and Eastern 
Europe, but they had a decisive influence on the public sector in all countries 
under consideration here. Consequently, whilst the dismantling of ‘democratic 
centralism’ did not follow an identical course, the negation of this legacy 
provided the chief impetus for reform. Thus, instead of centralization and 
hierarchical controls, decentralization and the autonomy of lower administrative 
levels turned into new ideals of administrative development. In particular, 
local government was to be freed from the double subordination of central and 
party control, and an independent sphere of local self-government created. This 
implied a separation between state and local administration, i.e. an end to a 
unified administration. Executive and legislative powers were to be strictly 
separated, and the control of the ruling party over both to be broken. Lawfulness 
rather than political imperatives was to guide administrative action, and the 
control of legality was to be strengthened. A politically neutral career public 
service would take the place of the old cadre system. 

Transformation as rejection of the old administrative model, change via 
negationis, until recently provided the dominant paradigm of administrative 
reform and its chief impetus. Of course, this does not mean that performance 
aspects were ignored; but reforms were, on the whole, less guided by a detailed 
assessment of organizational needs and requirements than the desire to mark a 
complete and irreversible break with the past. This is not to argue that these 
intentions were achieved. As will be shown below, only certain levels and 
branches of administration have undergone more far-reaching transformation 
and the implementation of reform initiatives has often lagged behind the original 
intentions. More recently, there are signs that functional considerations, focusing 
on administrative performance deficits, are beginning to eclipse the concern with 
the administrative past. Increasingly, the discussion is revolving around the 
functional challenges to the partially reformed administrations of Central and 
Eastern Europe, whilst less and less attention is being focused on exorcizing the 
ghosts of the last decades. There are several explanations for this: at least a 
partial break with the past is undeniable, so that reform energies can now be 
directed towards the future; a total and complete break is no longer considered 
either possible or desirable; and, perhaps most importantly, there has been a 
growing realization that administrative reform requires positive and detailed 
conceptions which the schematic juxtaposition of ‘democratic centralism’ versus 
‘classical European administration’ is too broad to provide. 
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The second element of re-orientation in the reform process is very closely 
related to this point. As functional considerations come to the fore, implementa- 
tion issues and the stabilization and institutionalization of administrative reform 
are receiving growing attention. Grand reform designs are certainly viewed with 
increasing suspicion; instead, policy makers are beginning to underline the need 
to secure what has already been achieved, to complete the reform process, and to 
pursue selective corrections where initial transformation processes resulted 
in dysfunctional arrangements. As the idea of complete and immediate 
change is discarded, there are more and more calls for a segmented and 
phased approach to administrative reform. At the same time, disappointment 
with the results of the first wave of reform initiatives is heightening 
the awareness of the need for implementation and monitoring capacities. The 
understanding of administrative reform as a one-off act is beginning to be 
superseded by a conception which stresses the continuous character of admin- 
istrative adjustment. In this connection, the influence of the results of the 
past decades of Western research on administrative reform is clearly visible. 
It is, then, only logical that the merits of stabilizing ard institutionalizing 
reform capacities are increasingly being acknowledged in Central and Eastern 
Europe. 

The need to move from a first phase of transformation to continuous, 
institutionalized moderization was initially stressed in the academic discourse. 
However, the contributions in this volume show clearly how these ideas have 
also begun to inform practical policy making. Against this background, the 
following conclusion, firstly, seeks to summarize the main tendencies in admin- 
istrative development in Poland, the former Czechoslovakia and Hungary during 
the transformation period. This will be done by examining relevant changes in 
the environment of public administration, its structural organization, processes 
and techniques, and administrative personnel. Despite significant differences in 
the reform experiences of the countries mentioned, a comparative analysis also 
reveals a perhaps surprising extent of commonalities, a fact which has thus far 
not been sufficiently recognized. This stock-taking is followed by a detailed 
consideration of the challenges to administrative reform as it moves from 
transformation to modernization. As regards the substance of the modernization 
initiatives currently under discussion in Central and Eastern Europe, the short- 
comings of the first reform phase are playing, of course, a decisive role. Thus, 
local government, territorial administration, intergovernmental relations, inter- 
administrative co-ordination, and personnel policies are amongst the top prior- 
ities of the currently evolving second-stage reform agenda. In procedural terms, 
the next phase in administrative development is indeed likely to be characterized 
by the gradual crystallization of an alternative to the hitherto dominant 
transformation paradigm in the form of continuous administrative modernization. 
There are, furthermore, growing signs that an administrative policy is beginning 
to develop whose attributes include an emphasis on implementation, segmenta- 
tion and sequencing, and the stabilization and institutionalization of reform 
capacities. 


© Baul Blackwell Ltd. 1993 


222 JOACHIM JENS HESSE 


I ADMINISTRATIVE TRANSFORMATION IN CENTRAL 
AND EASTERN EUROPE: A REVIEW 


1 The political and economic context of administrative reform 

The dynamics of administrative reform in the post-Communist countries of 
Central and Eastern Europe cannot be fully understood in terms of adaptation 
and adjustment to a changing environment. Nonetheless, political-institutional 
and economic reform, on the one hand, and administrative development, on 
the other, are, of course, interdependent. Thus, political and economic reconstruc- 
tion fundamentally affects the definition of the systemic role of public administra- 
tion. In other words, democratization, pluralization, de-étatisation, marketization, 
privatization and liberalization are connected with strong pressures for admin- 
istrative adaptation, which extend to tasks, structures and procedures as well as 
to aspects of personnel policy. At the same time, public administration is a key 
agent of political and economic reform, the success of which depends crucially 
on governance capacities. 

Concentrating on contextual developments and their impact on public 
administration, it should, first, be remembered that the initial period of political 
and economic transition was, unsurprisingly, characterized by a great deal of 
instability, volatility and changeability in contextual conditions. As a result, the 
formulation and implementation of realistic adaptation strategies proved extra- 
ordinarily difficult, if not impossible. Administrative reform was, accordingly, 
less guided by an assessment of the new administrative requirements associated 
with political and economic change than the intention to overcome the 
administrative legacy of socialism. Put differently, administrative transformation 
provided the prevailing reform pattern because the turbulence of political and 
economic developments impeded a performance-oriented analysis of tasks, 
structures, procedures and personnel. 

There are, however, signs of an increasing consolidation in contextual 
conditions. In the political sphere, the process of institutionalizing a framework 
of democratic governance has been more or less concluded, and the main outlines 
of the future political order have become increasingly evident. The unpredict- 
ability and uncertainty of political life which characterized the transition years 
is gradually declining, as more settled patterns of political behaviour evolve. As 
regards economic reconstruction, it is, of course, still far from being completed; 
the transition from socialist planning to market-based economies through 
privatization, liberalization and marketization has proved a much more complex 
and long drawn-out process than many had originally predicted. Moreover, the 
disruptive effects of this reconstruction process, in terms of falling production, 
rising inflation, mushrooming unemployment or declining living standards, are 
much more severe than the proponents of reform were initially ready to admit. 
However, whilst economic policy faces mounting problems, the basic structural 
foundations of the different national economies also begin to emerge more 
clearly. Generic declarations in favour of creating market-based economies are 
increasingly replaced by more differentiated policies. This concerns, for example, 
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the role of publicly owned enterprises; the mix between small, medium-sized 
and large firms and corporations; or the sectoral composition of the economy. 
Here, a comparative analysis reveals significant policy differences between 
Poland, Hungary and the Czech and Slovak Republics, even though they share 
a basic commitment to the idea of a market economy. At the same time as the 
guiding objectives of economic reconstruction become more specific and, 
accordingly, policies more distinct, the creation of the legal institutions of a 
market economy is progressing. 

For administrative development, the stabilization of important variables of 
political and economic reform implies an increased degree of dependability and 
predictability. As the context of public administration begins to settle, political 
expectations and functional demands in the medium and long-term become more 
apparent. Consequently, there is a more realistic chance for positive purposive 
reform, which goes beyond the rejection of the administrative inheritance of 
‘democratic centralism’, 

Before pursuing this thought in more detail, it does, however, seem sensible 
to take a closer look at the experience of administrative transformation in Poland, 
Hungary, and Czechoslovakia up to the end of 1992. In doing so, the following 
discussion concentrates on organizational patterns of the central, intermediate 
and local levels of government and public administration (including constitu- 
tional preconditions), administrative procedures and techniques, as well as 
personnel policy. 


2 Organizational patterns 


a) Constitutional preconditions 

The first observation to note about post-socialist constitutionalization processes 
in Poland, Hungary and the former Czechoslovakia is that they took a very 
different course from the one originally envisaged. In all three countries, there 
was, after the downfall of the Communist regimes, a broad political consensus 
that new constitutions should be worked out and adopted as quickly as possible. 
In Poland and Hungary, this meant replacing the socialist constitutions of 1952 
and 1949 respectively; in Czechoslovakia, the aim was a radical revision of the 
federal constitution, followed by the adoption of constitutions in the Czech and 
Slovak Republics, 

However, a complete break with the socialist constitutional past has thus far 
only proved possible in the former CSFR. Here, federalization issues dominated 
the constitutional debate from the outset. Although after November 1989, the 
federal constitution was extensively amended, including the adoption of a 
Charter of Fundamental Rights and Freedoms, there was never any doubt that 
a comprehensive constitutional settlement was only possible if the dominant 
Czech and Slovak political forces could reach agreement on the future shape of 
the Federation, i.e. the relations between the Republics and the central govern- 
ment. When, after the federal and republican elections of June 1992, the eventual 
dissolution of the Federation became almost a certainty, the constitutional debate 
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quickly shifted to the two Republics. The 1968 Act on the Federation, through 
which Czechoslovakia was legally transformed from a unitary into a federal 
state, has provided for republican constitutions; however, it is indicative of the 
weak political position of the Republics under Communist centralism that such 
constitutions were never adopted. In Slovakia, a republican constitution was 
approved by the National Council on 1 September 1992 and came into force 
on 1 October. With this act, Slovakia effectively became an independent state. 
In the Czech Republic, the constitutionalization process had not been completed 
by the time the country officially became an independent and sovereign state 
on 1 January 1993. Stumbling blocks included the controversial adoption of a 
bill of rights; the role of the President; the question of whether Parliament would 
consist of one chamber only or be bicameral; and the Republic's future territorial 
organization. Although the political disagreements on these issues delayed the 
adoption of a Czech constitution, it was never seriously doubted that national 
independence would soon be followed by a constitutional settlement. 

In contrast to the Czech and Slovak Republics, in Poland and Hungary a final 
settlement in the form of a new constitution has thus far proved elusive. Instead, 
there have been numerous amendments to the constitutions inherited from the 
socialist regimes, which have fundamentally altered constitutional law and 
created a legal framework for pluralist, democratic government and market-based 
economies. It might be argued that the failure of the main political forces to 
agree on a new constitutional document introduces a critical element of 
unsettledness and instability into the reform process. However, there are 
indications that the delay in adopting new constitutions is as much a reflection 
of a gradual calming down of the constitutional debate as the result of 
fundamental political disagreements. In Poland, with President Walesa’s signing 
of the ‘Little Constitution’ (Constitutional Act on the Relations between 
Legislative and Executive Branches of the Republic of Poland and on Local 
Self-government) on 17 November 1992, the relations between the President, 
government and Parliament were redefined. With the ‘Little Constitution,’ 
months of bitter political conflict, which repeatedly resulted in institutional 
deadlock, came to an end. This is not to say that a swift conclusion of the work 
of the Constitutional Committee of the National Assembly can now be expected. 
But from the perspective of administrative reform, the clarification of the highly 
contentious inter-institutional relations represented a considerable gain in con- 
textual stability. 

In Hungary, too, the process of constitutional reform has taken a different 
course from the one initially envisaged. The present Hungarian constitution is 
the result of compromises reached in the course of 1989 between the then ruling 
Hungarian Socialist Workers Party and the opposition forces. The main aim of 
the radical constitutional amendment adopted by Parliament in October 1989 
was to create legal bases for a state founded on the rule of law, a competitive 
multi-party system, parliamentary democracy and a market-onented economy. 
Although clearly committed to democratic ideals and economic liberalization, 
certain constitutional provisions betray the compromise nature of the 1989 
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amendments. Thus, Hungary is constituted as an independent, democratic state 
in which ‘the values of civil democracy and democratic socialism prevail in equal 
measure’ and public and private ownership enjoy ‘equal rights and protection’. 

At the time of the adoption of the amendment, it was commonly accepted 
that the new constitutional order would merely have a transitory character and 
that a completely new constitution should be adopted after the first free 
parliamentary elections. Whilst a number of additional amendments have been 
passed since October 1989, the aim of a new constitution has proved increasingly 
elusive, and the constitutional debate has become notably less intense. There 
are several reasons for this: the new government has found that it can pursue 
its political aims within the limits of the amended constitution; there is, therefore, 
no urgent case for a new document; agreement for a new constitution would 
have to be found with the opposition, but the latter expects to be in a 
considerably stronger position after the next general elections due in 1994, and 
is not interested in reaching major compromises now. With neither side pressing 
for an early constitutional settlement, the decisive impetus for constitutional 
reform is lacking. In short, the main political actors have learned to live with 
the amended constitution, and the adoption of a new document is more likely 
to resemble a ‘tidying up’ exercise than amount to a radical departure from the 
newly established constitutional conventions and practices. 


b) Central government: a case of limited adjustment 
In contrast to the intermediate and local levels of public administration, 
reorganization at the centre of government remained — until the end of 1992 — by 
and large restricted to structural adjustments that were immediately connected 
with democratization and economic liberalization. For the main part, these 
adjustments focused on two areas: internal security and economic administration. 
It might come as a surprise that the extensive array of government depart- 
ments and national offices, which form the core of the central machinery of 
government, has not been subject to a comprehensive reform since 1989. That 
is not to say that no significant changes have taken place; nor does it mean 
that the need for a wholesale re-examination of the central institutions of 
governance has remained unacknowledged. However, political instability since 
the autumn of 1989 and uncertainty about the future role of central administra- 
tion and its relationships with subcentral levels of government have thus far 
prevented far-reaching reforms. In Poland, for example, and compared to 
adaptive processes during the last years of Communist rule, macro-institutional 
changes under a number of different governments have been limited indeed. 
The more notable included the separation of powerful ministries or the merger 
of less important ones. The creation of a Ministry of Ownership Changes (or 
Privatization) and the establishment of an Anti-Monopolies Office should be 
mentioned also. Especially in economic administration, further changes, although 
not yet formally approved, seem likely, the main idea being to bring together 
almost all competences for economic policy making into one central government 
department, modelled on the German Ministry of Economics. Under these 
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plans, the current Ministries of Industry and Commerce, Foreign Economic 
Relations and Ownership Changes would be merged; this new ministry would 
also take over the remaining responsibilities of the Central Planning Office. 

Next to the field of economic administration, it has indeed been the politically 
highly sensitive area of internal security where the most dramatic changes as a 
result of the transition to democratic government have taken place. Since the 
internal security apparatuses were highly centralized in the Ministries of the 
Interior, a comprehensively militarized institution, reorganization attempts con- 
centrated on this department. Whereas some sections were abolished, new 
sections (for the protection of the constitution, the protection of the economy 
and studies and analysis) were added. The organization of the Interior Ministry 
remained — nonetheless —heavily geared towards internal security and intelli- 
gence work. In Poland, it was only at later stages of the reform process that 
comprehensive legislation concerning the police, the secret service and the 
organization of the Interior Ministry was adopted, aiming at the demilitarization 
and depoliticization of the ministry and the security apparatuses it controlled. 
The ministry itself has been drastically scaled down, and the various security 
and intelligence offices have been reorganized and moved outside the main 
bodies of the ministries (giving them something approaching agency status), 
whilst remaining within the political responsibility of the Minister of the Interior. 
The ministry itself is now predominantly staffed with civilians, and, as a result 
of the drastic pruning of the internal security services, the total number of 
employees has more than halved. 

Mention should also be made of further reform proposals concerning the 
Interior Ministry which, if adopted, could have a major impact on the further 
development of the public sector. It looks, for example, as if the plan to transform 
the Polish Interior Ministry into a Ministry of Public Administration, which had 
‘been voted down by Parliament in 1991, is to be revived. The idea behind these 
proposals is to create a complete civilian public administration ministry, which 
would take over the responsibilities for the public service from the Office of 
the Council of Ministers. In this way, a focus for the development of public 
administration as a whole (including regional and local administrations) could 
be created, which might be of value in supporting the development of a 
horizontally and vertically integrated administrative system. 

In general, there is a broad agreement amongst policy makers that a compre- 
hensive restructuring of departmental competences at the central level will only 
be possible once the future tasks of central administration have been defined 
more clearly. In other words, decisions are required on the scope of the future 
powers and responsibilities of the national administration as opposed to 
regional/provincial and local governance. 

In the Czechoslovakian case, conflicting views about the actual allocation of 
competences rendered the reform of central government even more com- 
plex—due to a duplication of activities, when both federal and republican 
authorities claimed responsibility, or due to inaction, when either side denied 
its obligations or chose to ignore them. A co-ordinated approach to administra- 
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tive change was made particularly difficult by the extraordinary flurry of 
legislative activity at the federal and republican levels since late 1989. In 1990 
and 1991, a total of more than 1,100 laws, amendments and secondary legal 
acts (bye-laws, directives, etc.) were adopted, and it is estimated that 90 per 
cent of these were aimed principally at public administration, affecting its tasks, 
structures and procedures. Change has therefore been unusually partial and 
unsystematic, without reference to a broader reform design. 

Hungary followed more or less the pattern described before. Apart from a 
reorganization of the internal security services, which — owing to the more liberal 
climate compared to Czechoslovakia, for example — has been modest, the empha- 
sis is on economic administration in the widest sense. On top of streamlining 
ministerial organization, a new Ministry of Industry and Trade has been 
established by merging two previously existing departments. The reorganization 
in ministerial economic administration has not, however, been as far reaching 
as in some other Central and Eastern European countries, largely because the 
industrial branch ministries typical of socialist central administrations had already 
been abolished in Hungary in the early 1980s. Apart from the further abolition 
of institutions closely identified with the planned economy, such as the National 
Planning Office and the Office of Price Controls, new offices have been created, 
reflecting a new regulatory framework and new administrative tasks. They 
include the Office of Economic Competition, the task of which is to implement 
anti-monopoly legislation and, importantly, the State Property Agency (SPA), 
which plays a central role in Hungarian privatization policy. Unlike in some 
other Central and Eastern European countries, no ministry for privatization has 
been created. Instead, a minister without portfolio, who takes special responsi- 
bility for privatization policy, has been appointed. This mirrors the pattem found 
in some other policy areas, where the main administrative responsibilities are 
allocated to a central non-ministerial institution. 

Turning from the main outlines of the central administrative institutions to 
their internal organization, the main emphasis has thus far been on streamlining 
and on limited, more or less ad hoc adjustments rather than a fundamental revision 
of structures and procedures. However, two important innovations, both with 
potentially far-reaching consequences were adopted (in Hungary) or are under- 
way (in Poland) in the organization of the top leadership level in government 
ministries. The first concerns the establishment of a separate personal staff 
working directly for the minister. At the moment, there seems to be a great 
deal of variation in the size of this staff between the individual ministries and 
also in the roles they play. Whilst in some ministries this personal staff seems 
to adopt the role of a French-type cabinet, with a potentially important role in 
policy making, in others it appears to have a much more mundane function, 
providing essential back-up services for the minister, without being involved in 
policy making. Should the cabinet model become more widely accepted, this 
would obviously have important implications for the internal division of labour 
in the ministries, reducing the policy-making role of line departments. 

The second important innovation at the top leadership level concerns the 
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attempt to separate the (temporary) political leadership from a (permanent) 
administrative leadership. Here, the basic idea has been to introduce a greater 
degree of stability and continuity by creating two clearly distinguished spheres 
of leadership in the ministries and to shield civil servants from direct ministerial 
interference. Under this model, the top political sphere would consist 
of the minister and a political (parliamentary) secretary, with both posi- 
tions being explicitly political appointments, whereas the top administrative 
level is represented by an administrative (chief) secretary, who is, in principle, 
appointed on a permanent basis and acts as the head of the ministry's 
employees. 

Whilst this division between political and administrative leadership might 
appear functional and follows similar models in many Western democracies, its 
practical application raises questions as to whether it can really achieve its aims. 
To start with, ministers are free in appointing administrative secretaries who by 
no means have to be career civil servants, that is they do not necessarily have 
to rise through the ranks. There is little doubt that administrative secretaries are 
political appointments, with party-political considerations playing an important 
role. As civil servants, administrative secretaries cannot normally be removed 
from the service; but the minister can at any time remove them from the 
particular position they hold, without having to give reasons for such a decision. 
In other words, employment is permanent, but the position of administrative 
secretary is not. The political nature of their employment and the fact that they 
rely on the minister's good will obviously greatly limit their capacity to act 
as a barrier to attempts at ministerial interference. It also means that continuity 
is by no means guaranteed. Eventually, at least in some ministries in Hungary, 
there seems to exist no clear-cut division of labour between the political and the 
administrative secretaries. With the position of the latter clearly politicized, it 
would indeed be difficult to delimit precisely their respective spheres of 
competence. 

Whilst until now the institutional changes in central administration have been 
comparatively limited, recent reform initiatives could eventually result in much 
more comprehensive modernization. The central project here has been launched 
by the Hungarian government in spring 1992 with the adoption of a ‘govern- 
ment resolution on the modernization of public administration’, plans to which 
Imre Verebélyi refers in this publication. This resolution spells out the basis for 
a comprehensive programme involving a detailed analysis of practically all tiers 
and branches of public administration. The aim is to examine tasks, structures, 
procedures and personnel, with a view to developing proposals for improvement. 
In the context of this initiative, the critical review of central administration is 
amongst the key concerns. 

As part of the resolution, all government departments and national offices 
have been required to produce a detailed plan specifying the areas where they 
see a need for organizational change and containing proposals for improvement 
by the end of 1992. On the basis of these individual plans, a general plan is to 
be worked out which defines the directions and principles of the government's 
modernization policy. The comprehensiveness of this approach goes far beyond 
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the limited adjustments that have thus far taken place. It is also worth noting 
that the government resolution explicitly addresses the issue of how to ensure 
that modernization projects, once adopted, are actually implemented. Here, it 
seems crucial that the Ministry of the Interior and the Prime Minister’s Office 
are jointly responsible for continually assessing and reporting on the progress 
of implementation. 

But, however skillfully prepared and however carefully monitored, the 
ultimate success of any modemization programme depends crucially on the 
ability of reformers to overcome intra-organizational resistance to change. Here, 
administrative reform analysts appear to agree almost unanimously that coercive 
strategies, relying on the exercise of power to push through reforms, are unlikely 
to produce the desired results. Instead, they stress the need to adopt an 
essentially persuasive approach, aimed at mobilizing those belonging to the 
organization to be reformed. In other words, ‘without winning over the 
potentially reformed, i.e. those who will be expected to adopt, assimilate and 
routinise the reforms, only perfunctory implementation occurs at best’ (G.E. 
Caiden). At the moment, it is certainly too early to tell whether Hungarian and 
Polish administrative reformers will succeed in the task of gaining the active 
support of those who have to make the reforms work. But given the potential 
scale of the modernization project, there can be no doubt about the magnitude 
of the challenge. 

Although it will be several years before the success of the modernization 
process can be judged, the high degree of importance which is attached to 
administrative organization is encouraging. Perhaps to a greater extent than in 
some other post-socialist countries, the vital role of the state and public 
administration in social transformation has been recognized. It would appear 
that reformers have made a good deal of progress in overcoming understandable, 
but damaging anti-state attitudes by stressing the positive contributions of a 
modernized public administration to a functioning market economy. Another 
positive feature of the current discussion is that the need for an inclusive 
approach to administrative reform is explicitly acknowledged. In concrete terms, 
this means, for example, that tasks, structures, procedures and personnel are not 
considered in isolation. It also implies that horizontal and, in particular, vertical 
linkages and interdependencies between different levels of public administration 
are taken into account and the likely implications of reform at one level of the 
multi-layered administrative system are addressed at an early stage in the 
deliberations. The described process of dismantling the administrative infra- 
structure of the planned economy and of building up, in its place, an institutional 
framework for effective regulation and economic promotion that should help to 
administer privatization and restitution, is indeed a positive sign. The attempts 
to depoliticize public administration by a separation between the political leader- 
ship and the administrative sphere no doubt go, though only partially successful, 
in the right direction. 


c) The intermediate level: uncertainty and confusion 
Turning to the intermediate level of government, one is again able to detect 
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a number of common characteristics in Poland, the Czech and Slovak Republics 
and Hungary. This refers first of all to the uncertainty about the future of the 
intermediate level and intergovernmental arrangements at large. Whilst the 
previous district offices were abolished almost everywhere, since they served as 
organs of state government, the future of the regional level is wide open. 
Whereas in Poland the role of the voivods and voivodship offices underwent major 
changes, important issues were left untackled. There seems to be a broad 
consensus on the need for further structural reform, although without indication 
of what kind of regional government unit would be the most appropriate. The 
comprehensive regionalization of political authority, as proposed by the former 
Bielecki government, would have represented a radical departure from Poland’s 
unitary state tradition. It should not come as a surprise, therefore, that the 
ambitious reform did not materialize and is unlikely to be revived in the 
foreseeable future. 

In its central features, the present structure of regional or provincial govern- 
ance in Poland dates back to the mid-1970s. Reforms in 1973 aimed at 
strengthening the economic development functions of local governments were 
followed, in 1975, by the abolition of districts and an increase in the number 
of provinces (or voivodships) from 22 to 49, The voivodship offices formed units 
of central field administration, but specialist territorial divisions and field services 
multiplied. It was here, in particular, that the former district level maintained an 
important role for the internal administrative organization, despite its formal 
abolition. In law, the vovoidships were, at the same time, organs of state and 
local government. To assist and guide the voivodships in the latter function, there 
existed provincial people’s councils. However, under the dual control of the state 
executive and the party bureaucracy, they could develop little independent 
initiative. 

With the new law on the territorial organs of state administration of 1990, 
the role of the voivods and the voivodship offices underwent major changes. Under 
the new regulations, the voivod is responsible for the tasks previously assigned 
to the people's councils and some of the territorial organs of state administration. 
Voivods are the representatives of the government in the provinces; they are 
appointed by the Council of Ministers, and have to follow governmental 
guide-lines. The voivodship offices serve as the main organs of central general 
field administration, although the new law does allow for the continued existence 
of special territorial offices that come under the direct control of central 
government. As regards the internal organization of the voivodship offices, the 
voivod's discretion under the new regulations is considerable. Whereas previously 
the internal structure was determined by central government, thus ensuring 
organizational uniformity, decisions on administrative organization are now the 
responsibility of the head of the voivodship administration, a fact which en- 
courages organizational diversity. 

Importantly, the 1990 law on territorial administration also introduced so 
called rejon offices, which serve as territorial subdivisions of the voivodship 
administration. The heads of the rejon offices are appointed by the voivod and 
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come under the voivod's supervisory control. As yet, rejons do not constitute a 
separate tier of state administration, with tasks and responsibilities of their own. 
They may, however, serve as ‘nuclei’ for future district administrations, should 
they be reintroduced. 

With the law on territorial administration, direct popular representation at 
the voivodship level, in the form of the people’s councils, was abolished. The 
Local Government Act of March 1990 does, however, provide for voivodship 
assemblies, composed of delegates from all local councils in the respective areas. 
For the most part, their activities remain within the realm of local government. 
Thus, they are charged with monitoring the performance of local government 
institutions, the dissemination of information on communal activities, the 
mediation in disputes between local governments, or the convening of extra- 
ordinary sessions of communal councils. This is complemented by a number of 
functions directly related to the voivodship administration. 

The strengthening of the position of the vood, the concentration of 
administrative responsibilities and the voivod's supervisory powers could have 
been expected to help to overcome the problem of co-ordinating state govern- 
ment action at the intermediate levels. But although the 1990 reforms would 
seem to have gone some way towards addressing the need for more co-ordinated 
administrative action, important issues were left untackled. This refers pre- 
dominantly to the still underdeveloped horizontal ties at the regional level, 
mirroring, to a certain extent, the lack of adequate departmental co-ordination 
at the level of the central administration. 

Returning to likely future developments, it is first worth noting that there is 
a broad consensus on the need for further structural change, as the current 
territorial organization of state administration is widely seen as ineffective. In 
the accompanying reform discussion, two closely related issues dominate and 
also, to a certain extent, divide the proponents of reform. The first concerns the 
future of the voivods, who seem unlikely to survive in their current shape 
and form. Though there is widespread support for a reduction in the number 
of voivodships, it is yet unclear not only by how much their number should be 
reduced, but, more importantly, what their future constitutional and administra- 
tive role should be. The emphasis here is on the question of how functions 
of decentralized state administration might be joined with local government 
tasks. 

The potential reintroduction of a general district level constitutes a second 
principal issue in the debate in territorial administrative organization in 
Poland. There is a politically influential current of opinion which argues that a 
change at the voivodship level must be accompanied by the simultaneous 
establishment of a new administrative tier, consisting of districts (powiaty). What 
all current proposals essentially amount to is the return to the situation as it 
existed before the 1970s’ reforms, although, of course, district councils and 
administrations would function under radically changed political conditions. Few 
opponents of current plans question the desirability of creating an intermediate 
level of administration between enlarged voivodships and municipal governments. 
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Rather, the principal objections have to do with the timing of the proposed 
reforms and the ways in which the reconstitution of the districts is likely to be 
achieved. It is argued, therefore, that the inevitable upheaval associated with 
the redrawing of the voivodship map would be compounded by the simultaneous 
establishment of a new layer of public administration and necessarily result in 
administrative chaos. In addition to functional considerations, critics of a 
simultaneous voivodship and district reform point, of course, to financial problems. 
Eventually, a perhaps more fundamental, but related objection concerns the 
manner in which the return to district authorities is to be achieved. If the districts 
are primarily to be dynamic institutions of local government, rather than merely 
the lowest tier of state administration with some limited local government 
functions, then, it is argued, the initiative for a higher level of local administration 
needs to come from the localities; in other words, reform should not be imposed 
from above. According to this scenario, a two-tier system of local government 
would emerge gradually from below, as functional communal associations 
gradually develop into higher level authorities. 

Turning to Hungary, the intermediate level of public administration has been 
subject to a torrent of reforms, which have profoundly altered its tasks, its 
structures and its functions within the intergovernmental system. As part of 
these reforms, the lower level of general administration, the districts, were 
completely abolished; the county level underwent fundamental change, being 
transformed, for the time being, from a key institution for the implementation 
of central policies and for the supervision and control over local governments 
to a marginal player in the intergovernmental system. Specialized state admin- 
istrations, operating through their own offices at the regional and county level, 
have proliferated and a genuinely new institution for inter-agency co-ordination 
and the supervision of local government has been created in the form of the 
Commissioner of the Republic. 

The most important structural reform was arguably the abolition of districts, 
representing the culmination of a process during which the centrality of the 
districts in the intergovernmental system had become increasingly undermined 
and their number steadily reduced. The idea behind the districts’ abolition and 
the creation of a uniform system of town-regions and large villages was to 
establish the foundation of what was intended to become a much more simplified 
and streamlined two-tier territorial administration, a hope which remained, 
however, unfulfilled. 

One of the main criticisms levelled at the 1983/84 reforms was that they left 
the county level untouched. Though the reforms in 1990/91 have left the county 
boundaries unaffected, their position in the inter-governmental system has now 
altered dramatically. Whereas under the socialist system, they were the main 
institutions of deconcentrated state administration, the counties have now lost 
their supervisory role over the localities as well as their crucial function in 
allocating state grants. They have also been deprived of their role as the main 
territorial agents of central government institutions. In sum, then, the counties 
have lost all their main functions in the intergovernmental system. Today, their 
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tasks are defined in terms of a service provision function; the counties are charged 
with providing services which either cover the entire territory of the county or 
services where most users live outside the jurisdiction of the local authority 
where the service is actually situated. 

The old county administrations in many respects mirrored the central 
ministerial administration, with specialized county office departments structured 
along those of the central ministerial bureaucracy. This facilitated both direct 
linkages between the technical ministries and county administration and inter- 
sectoral co-ordination at the county level. Concerning the first aspect, it must 
be noted that with the reform of the counties, many central institutions 
were suddenly left without adequate implementation organs at the intermediate 
level. This included not just many of the specialized technical ministries, but 
also the Ministries of Finance and the Interior. In response, Hungary had 
witnessed a proliferation of specialized deconcentrated administrations over the 
last two to three years. At present, there are no less than 19 different 
deconcentrated state organs represented at the county level, and 14 different 
deconcentrated units maintain offices that are responsible for several counties. 
It can be argued that the increase in the number of these units constitutes in 
part a return to administrative normality, as the county councils discharged some 
responsibilities which in the majority of developed Western administrative 
systems would be carried out by specialized administrations. Nonetheless, it is 
commonly agreed that the more or less unchecked establishment of deconcen- 
trated units has led to ‘excesses’, which need to be rectified. 

Perhaps the main problem arising from the uncontrolled increase in deconcen- 
trated units is that of inter-administrative control at the medium level. Although 
too much can be made of the co-ordinating capacity of the county offices, formal 
concentration did at least allow for a certain degree of integration. With the 
local government reforms, this capacity was lost. That horizontal co-ordination 
is vital is commonly accepted by policy makers in Hungary. The main institution 
now charged with this task is the Commissioner of the Republic, a position 
newly created as part of the 1990 local government reforms. As mentioned, 
there are eight commissioners in Hungary, one located in the capital, the other 
seven in major provincial cities. In legal terms, they exercise legal supervision 
over local governments, first degree jurisdication, perform tasks of state admin- 
istration and co-ordinate the activities of state administrative organs in their 
region. 

Their administrative functions have thus far remained very limited. Although 
the Commissioners’ offices have taken over a significant part of the staff of the 
old counties, their tasks had in many cases been assumed by deconcentrated 
offices, and it has proved exceedingly difficult to stop and reverse this process. 
As regards their co-ordinating capacity, there is as yet little evidence on which 
an assessment could be based. It seems beyond dispute, however, that at 
present the Commissioners are ill-equipped to achieve substantial rather 
than merely formal co-ordination. It is proposed, therefore, to examine the 
system of deconcentrated units and to strengthen the Commissioners’ 
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powers to coordinate the activities of the centrally controlled administrative 
units. 

With the adverse effects of a fragmented intermediate level widely acknow- 
ledged, the question arises why up to now no decisive action has been taken 
to try to remedy the situation. Here, two basic options can be identified: either 
to widen the tasks of the county councils or to strengthen the administrative 
powers of the Commissioners’ offices. Both would amount to a partial re- 
integration of the deconcentrated units, tackling the roots of the problems of 
horizontal co-ordination. Under current political conditions, however, neither 
solution is likely to be adopted, since they conflict with the political interests 
of the government and the opposition respectively. In this connection, it is 
important to realize that the political majorities at the central level differ 
profoundly from those at county and local levels. In sum, then, the intermediate 
level of Hungarian public administration poses serious challenges, which need 
to be amongst the top priorities of any modernization programme. The 
institutional system existing under the old regime has been uprooted, resulting 
in institutional fragmentation and critical shortcomings in inter-administrative 
co-ordination and integration. Yet, the politicized nature of intergovernmental 
relations makes swift reforms unlikely, since, under current circumstances, they 
would almost inevitably result in the decline of power for either the governing 
parties or the liberal opposition. As a result, major reforms will almost certainly 
not be implemented before the next round of parliamentary and local elections. 

Turning to the Czech and Slovak Republics, the most visible changes at the 
intermediate level certainly consisted in the abolition of the regional administra- 
tive tier. Until 1990, there existed seven regions in the Czech Republic and 
three regions in the Slovak Republic (the two capitals, Prague and Bratislava, 
formed separate units), with special regional offices of general administration. 
Their key function was to act as links between the central administration and 
the main pillar of field administration, the districts. In other words, the emphasis 
was on steering and controlling lower-tier administrative institutions, rather than 
on administrative activity. With the changes in the political environment, the 
regions’ supervisory functions, which had been focused on political criteria, 
became obsolete. At the same time, local government was divorced from state 
administration, taking over some functions previously exercised by the regions. 
As a result, the regions had at least partially become superfluous. 

With the abolition of the regions, the only tier of state administration 
remaining in the Czech lands has been the districts, of which there are 75. The 
district level also exists in Slovakia (38 districts). Here, an additional level of 
general state administration is to be found in the form of ‘sub-districts’, of which 
there are usually two to four per district. Such sub-districts do not exist in the 
Czech Republic, whose system of general state administration possesses, there- 
fore, only one level, whilst the Slovak system is two-layered. In functional terms, 
though, a Czech equivalent is to be seen in the system of designated or 
commissioned local authorities, which carry out certain delegated functions on 
behalf of smaller, neighbouring local authontes. 
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In both Republics, special administrative units at the district level have 
proliferated since 1990. Their number has greatly increased since then, as new 
special offices have been set up in areas such as school administration or 
environmental protection. As a result, vertical links have been strengthened, but 
the resultant growing fragmentation of the intermediate level makes intersectoral 
co-ordination increasingly difficult. 

Looking towards the future, it is very likely that the intermediate level will 
be profoundly affected by the break-up of the federation. This is particularly the 
case in the Czech Republic. Here, there have long been calls for the re- 
establishment of some forms of regional government for the historical lands of 
Bohemia, Moravia and Silesia, and there is ample evidence that this topic will 
be high on the political agenda during the coming months. Should these regions 
be reconstituted, it is most probably that they will take the form of self- 
governing entities, i.e., they would not be part of state administration, although 
this does not, of course, preclude state administrative functions being delegated 
to them. Such a process of political decentralization would, inevitably, affect the 
status of the general district authorities. The question here is whether they would 
remain subordinated to the republican ministerial departments or become 
executive organs of the new regions. One might also envisage a situation in 
which the districts would be transformed into a higher level of local government, 
with their own popularly elected assemblies, whilst retaining many of their 
present administrative tasks through central delegation. At the moment of 
writing (January 1993), these questions are still open, but it appears to be 
predictable that the intermediate level will remain a prime focus of administrative 
reorganization. 

In sum, then, we still witness a great deal of instability and confusion 
concerning the appropriate intermediate level in Central and Eastern European 
countries. In none of the systems under close observation here, was it possible 
to provide a satisfactory solution so far. Whereas the old intermediate authorities 
have been discredited and, accordingly, decisively weakened, the new ways 
promoted have led to a proliferation of specialized, deconcentrated units of state 
administration. What emerges is an attempt to disentangle governmental levels, 
although there is a growing awareness that problems of co-ordination and 
control might be at the forefront of the administrative reform process over the 
years to come. Owing to the multitude of institutions with partly overlapping 
competences, it should not come as a surprise that tangible performance deficits 
tend to worry administrative reformers. Unusual models, such as the Commissio- 
ner of the Republic in Hungary, are therefore under close scrutiny, but 
there seems to be significant evidence that they do not really fit into the 
given administrative structure. Taking all that together, intergovernmental 
arrangements and the intermediate level seem to have developed into a 
serious bottleneck of the ongoing reform process. Since they serve as the 
main level of implementing administrative policies, intermediate insttutions 
undoubtedly deserve special consideration over the coming months and 
years. 
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d) The local level: towards a pragmatic approach 

In discussing the attempts to rebuild local government in Central and Eastern 
Europe, it is important to distinguish between the changes in the normative 
framework, on the one hand, and the actual practice of local government and 
administration, on the other. Although the reform legislation mostly adopted 
in 1990 is not free of internal contradictions and ambiguities and is, partially, 
in need of clarification and specification, it did not provide solid legal bases for 
a separation of state administration from local government and constituted an 
independent sphere of self-government. The concept of a ‘unified’ or ‘homo- 
genous’ state authority (in which local authorities act as representatives of central 
state government and are unequivocally subordinated to central directives and 
control) was rejected and replaced by a dual system, in which state and local 
governments act within their own spheres of influence. In view of the recentness 
of the reforms and the still unstable constitutional, political, economic and social 
environments in which they have to be implemented, it should not come as a 
surprise that the reality of local government partly lags behind this normative 
ideal; looking at the legal framework alone would, therefore, provide an 
incomplete and, in fact, distorted view of the state of local government. 
However, despite the shortcomings of local government legislation and quite 
evident practical problems in implementing the new legal provisions, it would 
appear that in both legal and political terms the most far-reaching departure in 
public administration from the Communist past has thus far taken place at the 
local level. 

Looking at Poland, the local level consists, at present, of about 2,400 units, 
including 1,547 rural communities (gminy), 247 towns (miasta), 572 ‘town- 
communes’ (miasta-gminy) and the union of borough communes, comprising the 
seven boroughs of the capital Warsaw. The basis for their current activities were 
laid in 1990, with the adoption of a series of legal acts which, considered in 
combination, amounted to a comprehensive redefinition of the role of the local 
level in the country’s governmental and administrative structures. 

Evaluating those, it should first be noted that the tasks of local authorities 
did not change dramatically through the reform acts. In the main, the local 
councils and authorities have assumed the functions of the former local ‘national 
councils’, notably in such areas as the maintenance of roads, bridges and traffic 
control; planning and territorial development; public utilities; waste collection, 
disposal and sewerage; public transport; local social services; municipal housing; 
education and the arts; the management of public parks, markets, cemeteries 
and buildings; certain health services; the enforcement of local law and order; 
or fire stations. In addition, local authorities now perform some functions that 
have been passed down from the now defunct voivodship councils to local 
councils and, more importantly, delegated tasks which they fulfil on behalf of 
the state. These include, inter alia, responsibilities in the fields of registration, 
civil defence and child care. At the same time, some important tasks have been 
moved upwards, ie. from local administration to the state territorial ad- 
ministration, for example: property registration; certain aspects of environ- 
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mental protection; building inspection; or car registration and the granting of 
licences. 

The break with the Communist tradition of unified state power was then not 
primarily achieved through a decentralization of tasks to the local level; rather, 
it is the degree of autonomy and discretion which local governments now enjoy 
in performing public functions which distinguishes the present system. The 
twofold subordination of local government under the Communist Party bu- 
reaucracy and the directives of central government have been broken. The 
exercise of supervisory powers was shifted from the Minister of the Interior to 
the Chairman of the Council of Ministers (i.e. the Prime Minister), the voivods 
and, as far as financial matters are concerned, the regional offices of the Supreme 
Control Chamber. 

Whether local authorities are, in fact, able to use their enhanced powers and 
discretion does, of course, depend crucially on the state of local finance. For the 
most part, the current regulations build here on the new system introduced in 
1991. Essentially, one can at present distinguish between six categories of local 
income: a local share of national income tax; local taxes where only ceilings are 
stipulated by central government; taxes fixed by central government; fees and 
charges; income from local property and enterprise; and central grants (with a 
fiscal equalization component). 

Local government and administration in Poland have, therefore, gone through 
major upheavals during the past two years. The territorial organization of local 
governance has remained largely unchanged; but there have been far-reaching 
functional, political-administrative and financial reforms which have begun to 
transform the role of the local level profoundly. As in other spheres of public 
sector reform, however, implementation is lagging behind legislation; in other 
words, a revised legal framework for local governance has been established, but, 
in many respects, the reality of local government has still to catch up with the 
legal changes. 

In the former Czechoslovakia, the principal legal basis for a fundamental 
reform of local government was laid through a federal constitutional law in 
1990. It abolished the previous system of (local) national councils and recognized 
local authorities as the basic units of local government. This federal constitutional 
act served as a framework law, i.e. more detailed regulations were left to the 
republican legislatures. In September 1990, both National Councils adopted laws 
on the municipalities and laws on municipal elections defining, inter alia, 
mandatory, discretionary and delegated local powers, the role of municipal 
councils, boards, the mayor, the municipal offices, certain aspects of local finance, 
and rules governing local elections. 

Focusing on the situation in the Czech Republic, decentralization, deregula- 
tion and de-étatisation have been identified as the main principles behind local 
government reform. This has implied the constitution of local authorities as 
independent legal subjects; the transfer of substantial powers from the former 
regions and the districts to local authorities; the establishment of a broad sphere 
of discretionary local powers; and the restrictions of state government control 
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over local activities to matters of legality (in the case of mandatory and 
discretionary tasks). The new system of local government became fully opera- 
tional with the elections to the local councils on 24 November 1990. 

In Hungary, local government reform has probably been the most controversi- 
ally discussed and most intensively studied element of the transition period. 
Through the constitutional amendments regarding local government of 1989, 
the Act on Local Government of 1990 and several other pieces of legislation 
adopted subsequently, the local level was radically transformed. The basic 
features followed those described above; as a result of the dissolution of the joint 
councils, the number of local authorities doubled from 1,542 in March 1989 to 
3,089 in 1991. 

Whilst local government reform legislation has, undoubtedly, greatly 
strengthened the role of the local government level and succeeded in establishing 
a sphere of genuinely autonomous government, many argue that the reforms 
have shown too little an appreciation of the need for effective intergovernmental 
co-ordination and co-operation and integrated policy making. Such criticisms 
appear at least partly justified. Thus, county councils have completely lost their 
supervisory role over municipal councils. The Commissioners of the Republic 
are supposed to act as the decisive link between central government and the 
local level, but they are essentially restricted to controlling the legality of local 
actions, at least in as far as local government tasks are concerned. As regards 
delegated tasks, the Commissioners’ supervisory competences are more exten- 
sive, but, crucially they do not include financial matters. The absence of a general 
purpose intermediate level of state administration and the institutionally weak 
position of the Commissioner mean that intergovernmental relations are in- 
stitutionally underdeveloped and highly sectoralized. 

Problems of sectoralization are compounded by the fragmented nature of the 
local government map. Weak intermediate institutions mean that central bodies 
are increasingly expected to build up direct links with local governments, a task 
made more difficult by the great number of local units and, especially in the 
case of many very small localities, the lack of professional capacity. Conversely, 
local governments cannot rely on the county councils to represent their interests 
at the central government level, but need to find alternative channels of access. 
The Commissioner of the Republic seems ill-positioned for this role. As a result, 
the sectoralized and fragmented nature of intergovernmental relations is further 
perpetuated. 

However, the fragmentation of the local government level does not only 
adversely affect intergovernmental co-ordination and co-operation, it also affects 
local government's own administrative capabilities. Difficulties resulting from 
increased tasks, inexperience with the fundamentally altered political, legal and 
financial framework, and a lack of central guidance are magnified by the extreme 
deconcentration of governmental and administrative resources at the local level. 
One common objection to local government reform is that it has resulted in an 
atomized local tier incapable of performing its new functions efficiently and 
effectively. There can, indeed, be little doubt that many of the very small 
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localities, with few or no professional staff and very limited financial resources, 
face great difficulties in carrying out their mandatory tasks and cannot take 
advantage of the considerable scope for local government action which the new 
legal framework affords. In such circumstances local government autonomy has 
to remain a legal fiction. 

This line of argument can be carried too far, though. Whilst the number of 
local governments has doubled, many small municipalities have decided to join 
local offices. Thus, there may be, for example, two local councils and two mayors, 
but only one local council office. The government provides financial incentives 
for such arrangements, by paying part of the salary of local notaries, i.e. 
professional heads of local council offices. Through such arrangements, the 
negative effects of fragmentation are reduced, but few doubt the necessity of 
at least a modest territorial reform. 

Under the constitution, local government legislation requires a two-thirds 
majority in Parliament. In view of this fact and given the politicized nature of 
intergovernmental relations, further major reforms of the local government 
system are unlikely. Instead, the attention of administrative reformers is focused 
on gradual, small-scale adjustments, which would leave the major structures of 
the system more or less intact, but optimize the allocation of tasks and improve 
intergovernmental co-ordination. Thus, consideration is currently being given to 
the transfer of certain municipal tasks to the counties; to an increase in the 
supervisory powers of the Commissioners; and towards encouraging the merger 
of localities. For the most part, such proposals aim not so much at changes in 
local government itself, but to make improvements at the intermediate level, 
which would enable towns and villages to perform their functions more 
effectively. It remains to be seen what progress can be achieved in this respect, 
but major advances are unlikely before the next parliamentary election in 1994. 

In sum, it then seems that the reformers might have placed too high hopes 
in local government reform. The very understandable emphasis on what one 
could call a bottom-up approach led to significant shortcomings: the capacities 
of local governments were partly overestimated; conversely, there has been a 
significant underestimation of the need for central steering and control; eventu- 
ally, the over-emphasized principle of local autonomy led to significant problems 
of intergovernmental co-ordination and co-operation. As a result, there are 
growing calls for a partial ‘reform of the reform’, seeking to adopt a more 
pragmatic approach towards local government. 


3 External controls over public administration 

Moving on from organizational reforms to the factual workings of administrative 
authorities, most of the socialist countries did not possess an institutionally fully 
developed and effective system of independent external controls over admin- 
istrative actions. The principle of the unity of state power and the subordination 
of state administration under the control of the Communist Party were 
incompatible with the existence of autonomous control institutions operating 
outside the influence of state and party. The legality of administrative action 
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was Officially viewed as an important principle of public administration, but 
where the imperatives of the ruling party conflicted with legal regulations, the 
former invariably predominated. Likewise, the efficient and effective use of 
administrative resources was recognized as an important aim, but an independent 
auditing system did not exist. Academic researchers acknowledged this lack of 
external controls already at an early stage, noting that the forms of in- 
stitutionalized supervision are either of an expressly political nature or they 
function within the organizational system of public administration. As a con- 
sequence, the creation of external controls of legality and economy have been 
an important, though unspectacular and sometimes overlooked element in the 
process of administrative transformation and accompanying modernization. 

Comparing Poland, Hungary and the former Czechoslovakia, one has to 
conclude that external controls are still very much in their infant stages in the 
Czech and Slovak Republics. Before November 1989, no federal or republican 
Constitutional Court existed; a specialized administrative judiciary was unknown 
as was the institution of an independent audit office; in Czechoslovakia’s 
exceptionally repressive political climate, the creation of an institution compar- 
able to the Polish Commissioner for Civil Rights Protection was virtually 
unthinkable. It is only since 1990 that the first legislative steps towards the 
creation of external control mechanisms have been taken, and delays in the 
implementation of reform legislation have meant that the controls created are 
only just beginning to become effective. 

In the Hungarian case, the most important change has undoubtedly been the 
establishment of an independent Constitutional Court, which began to work at 
the beginning of 1990. The Court’s competences are widely defined: it can 
examine the constitutionality of all pieces of parliamentary legislation as well 
as secondary legal regulations, and, in certain cases, individual decisions by 
governmental and administrative institutions. Importantly, the Court can exercise 
both different forms of ex-post concrete control and an abstract control of norms. 
The Court can annul a piece of legislation, a secondary legal act or a 
governmental or administrative decision, where it finds that it violates the 
constitution. As regards both the protection of individual citizens and the 
resolution of conflicts between constitutional organs and other governmental 
institutions, the proof of the Court’s independence and effectiveness as a 
guardian is its readiness to take decisions regardless of whether they meet with 
the approval of those in power. In this respect, the Court’s record over the last 
three years is impressive. 

But although constitutional review undoubtedly represents a key element in 
administrative control, the majority of disputes do not involve constitutional 
issues. Therefore, whilst the Constitutional Court plays a central role in 
adjudicating inter-administrative disagreements and in protecting the individual 
citizen, it is the court system more generally, and in particular administrative 
jurisdiction, where most cases will be dealt with. In this respect, it should be 
noted that until 1991 individuals could challenge administrative decisions in 
court only in a small number of narrowly defined cases. This situation has 
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changed fundamentally with the adoption of a law by the National Assembly 
in June 1991. It provides for a major extension of judicial control over 
administrative decisions. As far as court organization is concerned, a separate 
administrative court system has not (yet) been created. However, there are now 
separate chambers within the general civil law courts specializing in administra- 
tive matters. Given that the changes in arrangements for the judicial review of 
administrative decisions are still very recent, it is not yet possible to pass 
judgement on the effectiveness of the regulations and institutions; but it ought 
to be acknowledged that the basic legal and institutional prerequisites have been 
put in place to achieve a substantial improvement in protecting citizens’ rights 
against unlawful or arbitrary administrative acts. 

Turning from judicial administrative review to external financial—-economic 
supervision, the system of public auditing in Hungary has been profoundly 
transformed through the establishment of a State Audit Office, which began its 
operations in January 1990. Although there is a good deal of continuity as 
regards the Office’s staff, the institution represents a genuinely new organization. 
The respective legislation establishes the State Audit Office as the financial- 
economic control organ of Parliament, subject only to the law and the Assembly. 
The Office is the supreme control organ of the state. 

Unlike most other Central and Eastern European countries, Poland already 
possesses a developed set of institutions for external administrative control. The 
present system consists of four main pillars: the Constitutional Court, the 
Administrative Court, the Commissioner for Civil Rights Protection (often 
referred to as ombudsman)—all of which are primarily concerned with the 
legality of administrative activity —and the Supreme Control Chamber (NIK), 
whose main functions are those of an audit office. All four institutions were in 
place before the political changes of 1989; although notably the courts had to 
function within an overall framework in which political imperatives dominated, 
their contribution to the development of an effective system of rule of law and 
the protection of citizens’ rights should not be under-estimated. Despite attempts 
at political interference and intervention, these institutions — and most evidently 
the highly popular Commissioner for Civil Rights Protection — performed impor- 
tant ‘preventive and corrective’ functions and constituted more than just a facade 
for the untrammelled exercise of state power. As a result, there is little pressure 
today for structural changes in the existing system of administrative control; 
rather, the focus is on a gradual strengthening of control powers and on ensuring 
their effective use. 

The legal foundations of the Polish Constitutional Court were laid through 
an amendment to the constitution passed in March 1982, which provided for 
the establishment of a Constitutional Court, and a subsequent law of April 1985, 
detailing its competences and procedural rules. The Court’s competences were 
formulated in such a way that the principle of unified state power remained 
intact. This meant that the Court was not empowered to nullify laws adopted 
by the Sejm; rather, in cases where the Court declares a law as unconstitutional, 
its decision has to go before the Sejm, which can revoke the law, change the 
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relevant constitutional provision, or dismiss the Court’s decision (for this a 
two-thirds majority is required). However, the Court's decision is final in respect 
to all legal acts pursuant to laws adopted by the Sejm, including orders and 
instructions issued by the Council of Ministers, individual ministers and other 
central government institutions. A significant extension of the Constitutional 
Court's responsibilities resulted from the far-reaching constitutional changes of 
April 1989, which introduced, inter alia, the post of the President. Where hitherto 
the Constitutional Court had only been entitled to rule on existing laws, the 
President now has a right to seek a decision on the constitutionality of legislation 
adopted by the Sejm before signing. Moreover, the Court now has a right of 
universally binding legal interpretation. 

In contrast to the Constitutional Court, the Polish Administrative Court 
represents a specialized legal institution for the solution of conflicts between 
administrative organs and, more importantly, citizens and public administration. 
In its main features, the present Administrative Court system was put in place 
at the beginning of the 1980s. The accompanying legislation provided for the 
creation of a single Administrative Court, with headquarters in Warsaw and six 
regional offices. The matters which could come before the Court were initially 
defined by positive enumeration; starting from a relatively restricted list, new 
subject matters were steadily added. The enumerating principle was, therefore, 
formally given up and replaced by a general clause. Since 1980, the number of 
cases to come before the Administrative Court has risen continuously; in 1990 
there were more than 13,000 cases. Although the Administrative Court had, 
just like the Constitutional Court, to operate under political conditions in which 
the independence of the judiciary could, at best, only be a partial one during 
the first years of its existence, it is generally agreed that the Court has 
contributed very significantly to the protection of citizens rights and the 
development of a legal system based on the rule of law. 

Since the beginning of 1988, the work of the Administrative Court has been 
complemented by the activities of the Commissioner for Civil Rights Protection. 
The ombudsman (or rather ombudswoman, as in the case of Ewa Letowska) is 
an independent organ of the state; though elected by Parliament and ultimately 
responsible to it, the ombudsman/woman acts autonomously. Compared to 
similar institutions in Western countries, the Polish Commissioner enjoys an 
exceptionally wide range of competences. Thus, the ombudsman has the right 
to examine whether the actions (or the failure to act) of organs, organizations 
and institutions violate civil rights and liberties or, and this is unusual, contradict 
‘the principles of social life’ and social justice. Accordingly, the Commissioner 
is authorized to control not only administrative organs (including the military), 
but also social organizations to which public tasks have been delegated; 
this control is not restricted to legality, but extends to ethical and moral 
concerns. 

To secure effective redress, a number of avenues are open to the Commissio- 
ner. He or she can appeal directly to the administrative organ or organization 
suspected of having violated civil rights liberties, social justice or ‘the principles 


© Bas Blackwell Ltd 1993 


FROM TRANSFORMATION TO MODERNIZATION 243 


of social life’; turn to their superior authorities to demand action; instigate civil 
action or become a party to such a civil action; request the institution of 
proceedings under penal, disciplinary or administrative law; ask that a legal 
sentence be quashed; propose legal changes; and, importantly, request that the 
Constitutional Court decides on the constitutionality of a particular law or the 
compatibility of second order legal acts with laws of the first order. 

All three institutions have begun their activity under politically unfavourable 
conditions; nonetheless, they have been able to gain widespread recognition 
and respect. By contrast, the Supreme Control Chamber was quite closely 
identified with the Communist regime and has found it difficult to adjust to the 
changed political circumstances. The Chamber is today in a state of adjustment, 
as the whole public sector is undergoing far-reaching changes, requiring new 
approaches in public auditing. 


4 Personnel: rebuilding the public service 

Any lasting progress in structural and procedural administrative reform in Central 
and Eastern Europe is ultimately dependent on a far-reaching transformation of 
the public service system. Both the legal framework inherited from the previous 
regimes and the actual practices in personnel policy are, for the most part, 
incompatible with the needs and requirements of a public service operating in 
a profoundly changed environment. The difficulties facing personnel policies are 
not just shortages in qualified staff, salary scales that offer few performance 
incentives, a mismatch between existing and required skills in the public service, 
and a general feeling of demoralization in a disoriented public service. More 
fundamentally, it is necessary to re-establish or re-constitute a distinct public 
service identity. 

In most socialist countries, the legal and practical distinction between public 
service employment or employment in mass organizations, the party apparatus, 
and the dominant state-owned sector of the economy was, at best, slight. Labour 
relations tended to be regulated uniformly in a single Labour Code, applicable 
to the entire work-force, with merely a minimum of special regulations for 
employment in state administration. In other words, the legal framework of the 
public service was rudimentary. This had, of course, important practical implica- 
tions: the public service, at least in its middle and lower ranks, did not tend to 
be perceived as a strictly separated sphere of employment and, accordingly, the 
movement of personnel between state administration and other bureaucratic 
organizations was by no means unusual. 

Contrary to what is sometimes assumed, the main quantitative problem in 
rebuilding the public service does not lie in the reduction of the number of 
employees working in core state and local administrations. In Poland, for 
example, the number of administrative personnel totalled in 1990 approximately 
150,000, which puts Poland towards the bottom of the international league table 
as regards the number of administrative personnel in relation to the size of the 
national population. Of these, roughly half worked for organs of state administra- 
tion (46,000 for central organs; 34,000 for specialized territorial administrations; 
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and some 29,000 in the voivodship and rejon offices); the other half worked in 
the now legally separated local government sector. As the tasks facing public 
administration change, a certain share of these posts will become redundant; but 
more recent, though less differentiated figures show that such losses have been 
more than compensated for by gains in other branches of public administration. 
As a result, the overall number of employees in public administration rose to 
around 188,000 by the end of 1991, an increase of roughly 16 per cent as 
compared to 1990. It should be noted that this increase follows a prolonged 
period of contraction; between 1986 and 1990, administrative personnel was 
reduced by about 11 per cent. 

Rather than in core public administration, or the public service proper, the 
teal quantitative challenge is found in what used to be called the ‘socialized 
sector’ of the economy, including (in addition to organs of state and local 
government) social and political organizations, trade unions, and, most import- 
antly, public sector enterprises. The ‘dismantling of bureaucratic socialism’ 
means, then, that many of the social and political satellite organizations which 
used to surround the core of state and party administration have become 
obsolete; their abolition will inevitably be accompanied by job losses. Cut-backs 
in direct and indirect state subsidies for enterprises in the ‘socialized sector’ force 
the management to look for productivity increases and to address the wide- 
spread problem of overmanning. Similarly, commercialization and privatization 
can be expected to result in further job losses — at least in the short and medium 
term — with private owners seeking to reduce artificially high staffing levels. 

What emerges, then, is a differentiated picture. Far from contracting, state 
and local public administration are actually expanding in terms of the number 
of employees. From the currently available data, it is not possible to identify 
which levels of public administration have been mainly responsible for the 
notable rise in administrative employment since the end of 1990; but it seems 
safe to assume that the bulk of it is made up by growth in local government 
employment. Expansion in core public administration stands in stark contrast, 
though, to the rapid decline in the socialized sector of the economy; here, jobs 
are shed at a very high rate indeed, which is likely to accelerate further. 

By-passing the Czech and Slovak Republics, because of the very unusual 
consequences following the break-up of the federation, a look at the Hungarian 
example shows a situation comparable to that in Poland, although there has 
been considerable progress due to the adoption of two substantial laws on the 
legal status of public servants and public sector employees respectively. How- 
ever, whereas these laws undoubtedly represent a major advance on the previous 
situation, they can only represent a first step in the direction of a comprehensive 
legal framework for public service. 

With a total of approximately only 49,000 employees in civil public admin- 
istration (including central, intermediate, and local levels) in 1990, it would, as 
in Poland, be misleading to see the core administrative apparatus in Hungary 
as generally overstaffed. Rather, the main quantitative issue facing the Hungarian 
public service is the question of what to do with those employees whose services 
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have become redundant as part of the old administrative apparatus is dismantled. 
At the central level this has affected, for example, employees who worked in 
now defunct central national offices such as the National Planning Office, the 
Office of Price Control and the State Office of Church Affairs. At the intermediate 
level of public administration, the most drastic scaling down certainly affected 
the county offices, while at the local level, with its tasks increased as part of 
the reforms mentioned, there was little need to shed staff. In relation to 
employment in public administration as a whole, however, the number of those 
directly affected by the dissolution of administrative institutions and/or radical 
restructuring and cutbacks has been small. In most cases, it has been possible 
to transfer staff to other existing administrative institutions or to new bodies 
that have been created as part of the reform process. 

A very different picture emerges, again, if attention is focused on those 
bureaucratic apparatuses that were closely connected with state administration 
and, even more critically, the state-owned sector of the economy. The former 
party bureaucracy has been completely dismantled, the social mass organizations 
have either ceased to exist or have been reduced to shadows of their former 
selves. The job losses in both cases are eclipsed, however, by the jobs lost in 
the public enterprise sector. Under Communist rule, Hungary’s publicly owned 
enterprises enjoyed a greater degree of freedom and financial autonomy than 
state sector firms in other Central and Eastern European countries; direct political 
interference in the running of firms and, consequently, pressure to keep 
employment at artificially high levels were less marked than in other states. 
Nonetheless, in Hungary, too, cuts in subsidies to public enterprises and the 
effects of recession have combined to squeeze public enterprise employment, 
and growth in private sector employment has failed to keep up with these job 
losses. As a result, since 1990 unemployment has been growing extremely fast. 

But focusing on public administration, it is, then, in all three countries more 
qualitative issues rather than the need for dramatic cuts in employment that 
pose the most serious challenges to personnel policy. There are a number of 
issues demanding urgent and sustained attention. They arise in virtually all main 
areas of personnel policy, including personnel recruitment, personnel utilization, 
personnel motivation, staff representation and participation, and personnel 
training and qualifications. 

As regards personnel recruitment, the attraction and selection of staff to state 
and local administrations are, at present, open to much criticism. There are no 
concerted efforts to attract qualified candidates to a career in the public service. 
As a result, personnel selection is largely supply-led. The process is less about 
finding the right candidate for a particular post (which is typically not clearly 
defined), than about finding the most suitable jobs for those willing to work in 
the public service, despite comparatively low pay and social prestige. To simplify, 
the public service does not hire the staff it needs, but the staff it can get. Selection 
is further hampered by favouritism (often based on party-political allegiance) 
and nepotism. Although formal entrance requirements for the public service 
exist, they are often ignored in practice. 
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The lack of job descriptions and requirement profiles also hampers functional 
personnel utilization policies. The latter are still hardly developed. The allocation 
of staff, promotion, and staff transfer or secondment owes, at the moment, more 
to chance than to a systematic evaluation of needs and requirements. Govern- 
ment departments and other central organs act largely independently of each 
other, as there is no institutional focus for considering the needs of state 
administration as a whole. A career public service still needs to be created, and 
only then is it possible to develop transparent promotion criteria. Staff transfer 
between central organs rarely takes place, and there is no systematic interchange 
between central organs and their territorial administrations. Secondments are 
still largely unknown. 

Inadequate personnel utilization compounds the.task of motivation. Here both 
material and immaterial incentives are, at present, insufficient to secure an 
adequate degree of commitment amongst the majority of public employees. As 
regards material factors, low wages in the public as opposed to the private 
sector, play a key role. Rises in public sector pay fail to keep up with inflation, 
with the consequent fall in public employees’ living standards. As a result, many 
of the most enterprising administrators leave the public service, thereby further 
compounding performance problems. Other material incentives, such as regula- 
tions on pensions, hours of work, or annual leave do not provide advantages 
over the private sector that are substantial enough to compensate for the 
short-fall in basic remuneration; nor does a higher degree of job security in the 
public service act as a strong inducement, at least not as far as highly qualified 
staff with employment opportunities in the private sector are concerned. 
Regarding non-material incentives, the uncertainty both about the future role of 
the public sector as a whole and individual branches and tiers of public 
administration make it almost impossible to specify any kind of organizational 
‘mission’ which might guide and mobilize public sector employees. Disorienta- 
tion and confusion about the future of the public sector translate into a 
motivational crisis amongst staff. 

The last major qualitative issue to be mentioned here concerns the representa- 
tion and participation of administrative staff in decision making on matters 
affecting their interests and working conditions. In legal terms, officially re- 
cognized trade unions tended to possess extensive rights of consultation, 
co-decision making and collective bargaining in the Communist states of 
Central and Eastern Europe. In practice, however, their activities were closely 
controlled by the state and the party apparatus, and the possibility of a 
fundamental conflict of interests was negated. Although there is, of course, no 
single model for the institutionalization of employee representation and partici- 
pation in market-oriented democratic systems, the basic aims and methods of 
participation should be taken into account. Conflict resolution and collective 
negotiation and bargaining are clearly only one element of those; the protection 
of employees’ individual rights and the structured channelling of their views 
andconcerns into decision making on organizational development are of equal 


significance. 
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Comparing the Central and Eastern European countries, Hungary seems to 
be in a slightly more favourable position than some of its neighbours. The study 
of public administration was less marginalized here and allowed for the 
development of a small but internationally oriented community of administrative 
scientists. Arguably, this has been one of the main reasons why the implications 
of political and economic reforms for the structures and procedures of govern- 
ance were recognized earlier than in some other countries and why the pivotal 
role of a reconstituted public service was swiftly acknowledged. Of course, 
identification of a problem is not equal to its solution; nonetheless, the 
availability of national expertise and its early integration into the reform effort 
have yielded some positive results. But personnel policy and management has 
to respond to a multitude of interlinked challenges. It needs to do so under 
conditions of resource scarcity and a still turbulent political, legal and economic 
environment. In view of these circumstances, the adoption of a completely 
revised Labour Code and laws on the legal status of public servants and public 
employees in spring 1992 represents an undeniable achievement. However, the 
legal framework now in place requires completion and modification and, above 
all, forceful implementation if it is to make a significant contribution to solving 
the problems facing personnel policy and management. Moreover, the functio- 
nality of some of the new regulations is questionable. On the other hand, an 
encouraging start has been made, and in its main directions, the new legal 
framework which has been adopted would seem to provide a solid foundation 
for the further development of personnel policy and management. 


I FROM TRANSFORMATION TO MODERNIZATION 


To conclude, it is, first of all, worthwhile recalling that the dynamics of 
administrative transformation are indeed intimately linked to changes in the 
legal, political, social and economic environments in which public institutions 
operate. Although public administration is both the object of reform and, almost 
invariably, its chief agent, the reform process is—as commented upon in the in- 
troduction — an interactive one. 

Looking, therefore, at the different environments of public administration 
again, the break with the Communist past has thus far been most obvious 
in the political-institutional framework. Since autumn 1989, a largely com- 
petitive multi-party system has evolved, and a number of elections have been 
held for the presidency, the chambers of national Parliament, and regional and 
local government. As a result, there has been a far-reaching change of personnel 
in the major positions of executive leadership. However, whilst the old order 
has been broken, the new political framework is, despite the mentioned 
positive signs, still in the process of evolving. The party system, for example, 
remains often extremely fragmented. The formation of a government enjoying 
a workable parliamentary majority, or at least tacit support, has sometimes 
proved exceptionally difficult. Perhaps even more importantly, the popularly 
elected presidents, on the one hand, and the national assemblies, on the other, 
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appear occasionally in fundamental disagreement about their respective roles, 
resulting in a situation of political deadlock and potential paralysis of the 
policy-making system. 

In the context of the present situation, three observations are particularly 
noteworthy about changes in the political framework. First, the past three years 
have been characterized by a high turnover of political leadership. There have, 
in the case of Poland, for example, been five different Prime Ministers, with 
little continuity in government personnel and a rapid succession of ministers in 
key portfolios. This instability in government and executive leadership has been 
accompanied for some time by a lack of clear policy orientation. The second 
point worth emphasizing is directly related to this. Even where clear-cut 
government policies had time to develop, support in Parliament was often 
difficult to obtain. In the event of a ruling coalition, not commanding a reliable 
majority, for example, the withholding of parliamentary approval for key 
government proposals is almost commonplace. Third, the power struggle 
between presidents, governments and Parliaments is partly unresolved. Attempts 
to strengthen presidential powers vis-a-vis governments and Parliaments have 
repeatedly led to long and agonizing political confrontations. 

The picture that emerges, then, is still one of transition and volatility: the 
old political framework has irrevocably broken down, but the new framework 
has yet to be consolidated. In particular, key aspects of the triangular relationship 
between president, government and Parliament remains contentious. It is unlikely 
that this will change until their respective powers and privileges are authoritat- 
ively redefined in new constitutional agreements. However, a decisive break- 
through in the constitutional debate has not yet been achieved. Contrary to the 
high hopes in 1989, when many expected a swift new constitutional settlement, 
the preparation and adoption of completely new constitutions have not yet 
progressed significantly. As time has passed, the process of constitutionalization 
has, perhaps inevitably, become more and more subject to the same political 
pressures affecting other areas of reform. No longer is there a common spirit 
of opposition against a hostile regime which could hold the contending forces 
together. 

It cannot be denied that the failure to resolve fundamental constitutional 
questions introduced a critical element of fluidity into the reform process at 
large. However, it should also be recognized that, as Jon Elster has pointed out, 
‘for countries undergoing rapid social and economic change, commitment to 
standing rules may not be desirable. The future of many Eastern European 
countries may prove to be a succession of emergencies, in which constitutional 
self-binding might be disastrous’. It would, therefore, make more sense to talk 
of an open rather than an unstable constitutional situation at the present time. 
Yet, as Elster also notes, the potentially tragic element is that the future without 
a constitution to regulate expectations and behaviour might be equally bleak. 

Moving on to economic transformation, it is worth noting that even under 
Communist rule, the economies were peppered with some elements of a 
market-based system. Yet this does not imply that for the introduction of a 
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market economy an evolutionary approach could have been sufficient. Rejecting 
gtadualism and a piecemeal approach, most governments embarked, therefore, 
often under the guidance of the IMF, on a radical economic reform programme 
whose key elements included stabilization, liberalization, the creation of market 
institutions and privatization. With modifications, these programmes still provide 
the basis for ongoing reform policies. Although much academic interest has 
focused on the privatization element in the economic transformation process, it 
is important to realize the multidimensional character of systematic change. It 
includes macroeconomic stabilization and control, price and market reforms, 
private sector development and, importantly, indeed a redefinition of the role 
of the state. So there can be no simple yardstick, such as the number of privatized 
firms, by which the overall progress of economic transformation can be assessed. 
Another aspect is worth mentioning in discussing economic transformation. 
Compared with changes in the political framework and constitutional provisions, 
it is still difficult to gain a precise idea of where the reform process actually 
stands. As a result, there is a temptation to overestimate the real economic 
change that has already taken place. More critically, whilst it is comparatively 
easy to ascertain what reform measures have been formally adopted and 
legislated for, the state of implementation is difficult to judge. Increasingly, 
informed observers are suggesting that economic transformation might take 
much longer than many had initially expected. World Bank and OECD reports, 
therefore, emphasized in the meantime a partial fall in output in some of the 
countries mentioned, the fact that the prospects of catching up with developed 
market economies are now discussed in terms of decades rather than years, and 
the potential political implications of rising unemployment, combined with the 
failure to generate a visible improvement in overall economic conditions. Indeed, 
should current growth scenarios not offer more than the prospect of the present 
recession giving way to ‘a recovery sometime during the 1990s’, the legiti- 
macy of the present political leadership and, perhaps, the democratization 
process as a whole, will be put to a severe test for several years to come. 
The last ‘environmental’ category refers to processes of societal dislocation. 
Whilst economic change is on its way, some of its negative repercussions have 
become increasingly obvious and visible. These include not only rising un- 
employment, a fall in living standards and increasing absolute poverty, but also 
the emergence of new types of broader-scale and longer-lasting social disparities. 
At the same time, the quite comprehensive social safety and benefit provisions 
which used to take care of basic life necessities are under threat. The squeeze 
on public resources has led to attempts at cutting back social expenditure; social 
benefits in the public sector are disappearing as many enterprises are transferred 
to private ownership; other provisions are considered incompatible with a market 
economy. In short, there is a danger that the social safety network will 
disintegrate at the moment when it is most needed. However, it is not just 
economic circumstances which are changing: almost no sphere of life is 
unaffected by the societal transformation process. As a consequence, individuals 
are faced with the task of adjusting to an environment which is changing rapidly 
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and fundamentally. Similarly, the social environment of public administration 
is characterized by signs of dislocation and disorientation at the individual 
level and many established norms and values are being challenged. More- 
over, profound qualitative change in the triangular relationship between 
the state, society and individuals is certainly not concluded yet. What we may 
witness in the future is the re-emergence of a civil society, associated 
with processes of de-étatisation, the de-politicization of social and private 
life, and the redefinition and expansion of the private against the social and 
political. 

What kind of further pressure for adjustment results from those developments? 
Two points need emphasizing at the outset. First, it is obvious that the contextual 
conditions under which the public sector operates are subject to a degree of 
change which has made large-scale administrative adjustments inevitable. Al- 
though bureaucratic organizations are, of course, capable of absorbing consider- 
able external ‘shocks’ without having to resort to fundamental institutional 
reforms, the unprecedented character of the Central and East European transfor- 
mation processes calls into question some of the most basic principles on which 
the administrative apparatus has been built. The public sector is, therefore, under 
tremendous pressure to adapt. Secondly, however, adjustment is still made 
exceptionally difficult by the continuing volatility of the contextual conditions. 
The elements of the framework in which the public sector operates are frequently 
subject to abrupt changes whose direction is often unpredictable. Consequently, 
it is difficult to formulate a realistic administrative policy. The latter requires 
dependable information about the environment, so that effective implementation 
strategies can be formulated. Where such information is lacking, adequate 
adjustment policies are, of course, difficult to devise. Given these conditions, 
political priorities and preferences can alter very quickly — dependable informa- 
tion about the future resources for public administration is often unavailable and 
any projections must be taken with great caution. Moreover, reform attempts 
require an increasingly high degree of horizontal and vertical co-ordination. 
However, firm decisions on the future allocation of powers, responsibilities 
and finances between the different levels of governments have partly not 
yet been reached. In short, administrative modernization is urgent and 
underway, but it can often be no more than tentative and provisional as long 
as crucial external parameters remain undetermined. 

It follows that reformers in Central and Eastern Europe are being confronted 
with an unusually difficult task: reform efforts should clearly aim at introducing 
stability, dependability and continuity into the administrative system. Yet, at 
the same time, the structures and procedures established must not hamper later 
revisions and modifications, which are bound to be required as the environment 
continues to be transformed. Thus, stability needs to be combined with flexibility, 
dependability with openness, continuity with adaptability. Under such condi- 
tions, one needs to be careful in prescribing specific institutional arrangements. 
As our findings have shown, it is, however, possible and, perhaps, useful to 
outline the general direction which reform efforts need to take, if the public 
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sector is to make a positive contribution to the intertwined processes of political, 
economic and societal change. 

Putting it this way, the transition from socialist one-party rule to democratic 
pluralism has a number of immediate consequences for the structures and 
procedures of administrative activity. As regards organizational questions, the 
implications of a break with the principle of ‘democratic centralism’ deserve 
particular attention. ‘Democratic centralism’ had at least two dimensions: 
vertically, much emphasis was placed on a hierarchical administrative structure 
in which lower-tier units enjoyed limited discretion and were subject to 
comprehensive control by central institutions, whereas the horizontal organi- 
zation of state power was characterized by a lack of an effective separation of 
powers. There were, of course, separate legislative, executive and judicial 
institutions. The rule-making powers of the executive were, however, extremely 
extensive, so that, in effect, legislative and executive functions were merged. 
The institutional consequences of the renunciation of the principle of ‘democratic 
centralism’ are, therefore, far-reaching. They include not only the obvious need 
to separate party bureaucracy from public administration, but also to establish 
clear institutional boundaries between legislative and executive institutions and 
to combine this with new forms of democratic accountability and control; to 
lessen controls over sub-central administrative units and to create a sphere of 
local government; and to provide effective legal controls over administrative 
activities. 

Therefore, if the implications of democratization point to the need for 
structural and procedural reforms, the processes of privatization and market- 
ization focus attention on adjustments in administrative tasks and the modes of 
administrative action. Public administration is losing some of its former tasks as 
the state is partly withdrawing from the economy by means of liberalization, 
deregulation and privatization. At the same time, however, there is an urgent 
need to create administrative capacities which can support economic transforma- 
tion and development. Consequently, different tasks call for different instruments 
of intervention. Administrative commands and restrictions, as well as require- 
ments to seek administrative permission for private actions, will remain important 
instruments of public activity. In addition, however, executive policies will need 
to rely increasingly on the provision of incentives and services, persuasion and 
public-private cooperation. This implies that the administration is likely to make 
increased use of instruments such as rewards, incentives, financial transfers, 
and information and advice. 

In the longer term, the perception of public administration and its role in 
society will, perhaps, be most decisively reshaped by the process of de- 
étatisation. The partial withdrawal of the state from civil society and the 
acceptance of a domain of private life protected and, to a certain extent, immune 
from political interference implies that public administration will have to assume 
a much less extended and far-reaching role than under the previous regimes. 
This means that non-public forms of service delivery will play an increasingly 
central role. In this connection, one should not just think in terms of the 
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replacement of the state by the market, although privatization and marketization 
at present dominate the political agenda. What might emerge in the longer term 
is a rigorous ‘third sector’ between state and market, comprising a wide variety 
of institutions of societal self-organization and self-administration. The redrawing 
of the boundaries between the state, the social and the private promises 
to be accompanied by a positive recognition of the potential contribution of 
associational self-government. 

In sum, our analysis of crucial elements of the ongoing process of transforming 
public administration in the countries of Central and Eastern Europe has 
suggested that for the first three years of the transition period a negation of 
the legacy of ‘democratic centralism’ provided the chief impetus for reform. 
More recently, though, there are growing signs that functional considerations, 
focusing on administrative performance and the implementation of the various 
policies adopted are gaining ground. This concerns, as mentioned at the outset, 
the need to secure what has already been achieved, to complete the ongoing 
reform processes, and to pursue selective corrections where initial transformation 
policies resulted in disfunctional arrangements. The emphasis is, therefore, on 
complementing structural reforms at the central government level with processes 
of internal differentiation; to define the intermediate tiers of government and 
to take into account the demands of horizontal and vertical co-operation and 
co-ordination; and pragmatically to re-orient reform efforts at the local level, 
adapting over-ambitious reforms to the given needs and capacities. So the task 
is to give effect to a framework partly in place, whilst adopting corrective 
strategies where necessary. Whether one stresses in this context the need for a 
steady administrative development or asks for a deliberate ‘administrative policy’ 
is of minor importance. What seems to be more significant is the need to 
differentiate reform policies segmentally and sequentially, to recognize their 
interdependence, whilst focusing on particular tiers, branches and institutions of 
government at the same time. Given the enormous task of implementing the 
reform agenda, a certain prioritization and consequent phasing of policies is 
turning out to be inevitable. Different perceptions of policy makers and 
implementors need not automatically be judged negatively in this respect. They 
may rather induce ‘creative tension’ or a ‘climate of reform’ that reinforces the 
need for an effective collaboration between different actors and institutions. 
Questions of policy design are of importance here too, complemented by a 
recognition of growing institutional self-interests, and an acute awareness of the 
time and resources needed. 

Though party political linkages are, of course, important in securing political 
will and in enforcing implementation, it might also be time to free some areas 
of administrative activity from the political grip. As there is a growing 
stabilization of administrative issues and procedures, functional imperatives are 
gaining in importance. On the other hand, the consequent reorientation of the 
reform process should not imply that most of the crucial decisions have already 
been taken, that legislation is in place and that it merely needs implementation. 
This would, no doubt, be much too simplistic a view of the present situation: 
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many crucial decisions concerning the public sector have still to be taken (on 
the future of the civil service systems, on intergovernmental arrangements, on 
the role of the intermediate level), so that the development of respective policies 
has to remain part of the political agenda, apart from concentrating on 
implementing previously adopted policies. 

The given evidence concerning public sector reform in Central and Eastern 
Europe leads us, then, to conclude that administrative reform is moving on from 
what one could call basic transformation to modernization. Whereas the emphasis 
of the first three years after the revolutionary processes of 1989 had been on 
democratization, marketization and basic institutionalization, the countries of 
Central and Eastern Europe are now faced with the challenge of paying increased 
attention to functional requirements. In the midst of growing signs of some 
stabilization with respect to the basic characteristics of the public sector, and an 
enhanced visibility of the future outline of public administration, gloom and 
doom scenarios appear increasingly misplaced. Though warnings must not be 
ignored (especially given the state of the transformation processes in a number of 
neighbouring countries), Poland, the Czech and Slovak Republics and Hungary 
have entered a new phase in administrative change. The basic transformation 
period has more or less come to an end, and the reform process is moving on 
to a large-scale modernization of the public sector. This is accompanied by an 
increasing reliance on domestic expertise and self-help; the days of fleeting visits 
by self-styled foreign experts and what East Europeans learned to label ‘academic 
tourism’ ought to be over. 

What has happened, and still does happen, within the Central and Eastern 
European public sector, should remain of interest, though, to analysts and 
practitioners of public administration in the West. Whilst there are a number of 
important similarities in the external and internal challenges facing public 
administration in Western and Eastern Europe that make for fruitful comparisons 
in studying administrative reactions, one ought to be aware of the fact that 
administrative reform in Central and Eastern Europe has not yet reached the 
stage where it would make sense to compare systems’ characteristics directly. 
The intertwined processes of democratization, marketization and de-étatisation 
pose indeed an historically unprecedented challenge and require an empirically 
based understanding before prescribing solutions. Nevertheless, foreign assis- 
tance and expertise can, of course, play a significant role, too, although it should 
be mentioned that three years of close observation of Western assistance 
provokes mixed feelings. Most programmes of Western ‘donors’ came late, their 
implementation was slow (if taking place at all) and the policies were, on quite 
a number of occasions, curiously unfocused. ‘Throwing money at problems’ as 
a dominant attitude cannot work, and it does not work, in the Central and 
Eastern European administrative context. However, there is a growing awareness 
that this kind of assistance might be misguided. Some of the international 
organizations and most of the research foundations have changed their policies 
in collaboration with the recipient countries, now targeting them at crucial 
bottle-necks of the implementation process. That might indeed be the most 
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promising way of providing help in an efficient and unpatronizing manner, aided 
by the mentioned segmental and sequential orientation towards the process of 
modernizing the public sector in Central and Eastern Europe. 

The final observation refers to the fact that there is undoubtedly a growing 
public awareness that democratization and marketization in Central and Eastern 
Europe will not work without a stable institutional and administrative under- 
pinning. Even the representatives of the private sector have learned to develop 
an interest in institutional and administrative change, asking for advice on how 
to promote institutional stability and to implement administrative policies. It 
appears that not only politicians have realized, in the meantime, that administra- 
tive issues are not at all peripheral but at the heart of the ongoing processes of 
change, that to stabilize the political and social situation, to secure investment, 
to create markets and to reach target groups it needs a solid, not only legal but 
institutional and administrative basis. This could be interpreted as an encouraging 
sign in the midst of a reform process that is moving slowly towards modernizing 
the public sector at large, but that remains, at the same time, still characterized 
by a rather unstable, fragile and in some cases even precarious environment. 


NOTE: 


This conclusion builds ın its empirical parts upon the main fmdings not only of the papers of this 
volume but also of a policy-oriented study on recent changes in the Polish, Czech and Slovak, 
and Hungarian public sector, which was carried out at the Centre for European Studies, Nuffield 
College, Oxford (JJ. Hesse and KH Goetz, 1992) Special thanks go to Klaus H. Goetz and Jens 
Bastian for comments and suggestions on a draft of this paper. 
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ADMINISTERING BRITAIN’S ARMS TRADE 
MARK PHYTHIAN AND WALTER LITTLE 


This article examines the administration of Britain’s overseas arms trade through a 
consideration of the role of the main government departments concerned with its control 
and regulation — the Department of Trade and Industry, the Foreign and Commonwealth 
Office and the Ministry of Defence. Additionally it examines the activities of ‘arms-length’ 
public agencies such as the Defence Export Services Organisation and International 
Military Services whose job it is to promote arms sales. It concludes that while the 
promotion function may (but does not have to) run counter to that of control, the latter 
is comprehensively and competently administered. If it fails — and it has done so recently 
— it is because of political intervention and not administrative shortcomings. 


INTRODUCTION 


Over the last year or two the question of British arms exports has acquired consid- 
erable sensitivity. The Al Yamamah deal with Saudi Arabia and the Iraqi supergun 
affair in particular have led to suspicions about abuse of the regulatory system and 
the possible involvement in this of highly placed individuals. These are political 
matters and we propose to deal with them in detail in a separate article. 

Our concern here is with the administrative process. Our aims are modest: to 
outline the basic principles governing arms sales and to describe how the bureau- 
cratic process actually works. We have avoided discussion of the implications of this 
process for administrative theory as well as the question of how the system might 
be improved or rendered more transparent. However, given the extremely high 
levels of confidentiality which attach to even the most mundane of items in the area 
of arms sales, we feel that an overview of how the system works is of value in itself. 

However, even a relatively narrow focus on the administrative dimension points 
to the sheer complexity of the arms sales process as a whole. Though we conclude 
that civil servants have little with which to reproach themselves, our analysis also 
suggests that the administrative process reflects contradictions inherent in overall 
policy. Thus, for example, civil servants find themselves simultaneously promoting 
and restricting the export of weapons. To avoid an impossible situation these two 
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functions are allocated to different groups within the administrative machine. 
On occasion this has led to controversial sales, but when this has occurred it has 
been a reflection of broader governmental policy. 


BASIC PRINCIPLES 


The fundamental principles governing the administration of British arms sales are 
both written and unwritten. To a significant degree they contradict each other. 

Formal guidelines covering political and geopolitical matters are laid down by the 
Cabinet Defence and Overseas Policy Committee (DOPC) and by British member- 
ship of multilateral control regimes (Endnote 1). These establish restrictions on 
military technology and identify countries to whom arms will not normally be sold. 
DOPC guidelines also note embargoes which Britain is obliged to uphold (such as 
those on Israel and South Africa). Finally it lists considerations — such as human 
rights, the repressive potential of the arms concerned, and threats to regional peace 
which may (but do not have to) be taken into account. 

However, there is also an economic rationale behind arms exports which is not 
formally codified but is clearly influential. For the last thirty years successive 
governments have taken the view that arms exports help the balance of payments, 
maintain jobs, and help Britain’s industrial skill base. By subsidizing research and 
development costs and lengthening production runs they also, it is said, assist home 
defence. Government, then, is in the business of promoting as well as restricting 
sales. However, we have found no evidence to support the speculation that govern- 
ments give preferential support to industries located in marginal constituencies. 

As a result of these contradictory demands for control and promotion of arms 
sales (evident in all of the major departments of state involved) a complex and 
overlapping administrative system has evolved. In general, the control function is 
exercised at the administrative centre whilst the promotional side is hived off to 
peripheral organizations. The more sensitive the item or purchaser involved, the 
more likely it is that peripheral organizations will be involved. This is a none too 
subtle effort to insulate the administrative centre and ministers from responsibility 
for actions which many voters would regard as immoral. 


THE ADMINISTRATIVE PROCESS 


For the civil servant who has to advise on particular sales the above political and 
economic considerations must be reconciled with the Export of Goods (Control) 
Order which is updated regularly (Endnote 2), and with the Co-ordinating Commit- 
tee for Multilateral Export Control (COCOM) restrictions which define and list 
‘strategic materials’ and require that an export licence be issued before these can be 
legally exported. 

In the case of weapons and weapon-related products there are few problems. 
Armoured vehicles, ordnance, and missiles cannot easily be mistaken for anything 
else. However, the bulk of the order is given over to non-lethal products. For 
example under the category of metal-working equipment (i.e. machine tools) it lists 
a wide range of items from vane aerofoil scribing equipment to precision thermal 
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bonding dies. A similar degree of detail is evident in the robotic, electronic and 
computer categories of the order. The fact that this is so is clear evidence of 
government awareness of the security implications of high technology exports and 
of its determination to exercise control over the trade. Moreover, since the Gulf War 
there has been a further tightening of government control of dual-use and non-lethal 
products (Trade and Industry Committee, July 1991, pp. 61-2). 

Moreover, manufacturing companies are alert to government interest in this area. 
Though they may not be in the arms business themselves they are well aware of the 
military implications of their products and have some idea of the political respect- 
ability or otherwise of the importing country. Since they do not wish to run the risks 
of incurring production costs only to have a licence refused, they generally err on 
the side of caution and, as the recent cases involving Sheffield Forgemasters and 
Walter Somers indicate, consult the authorities well in advance of agreeing to any 
sale. Thus the British government has complete formal authority as well as the active 
co-operation of the private sector. Its responsibility for the trade is therefore uncon- 
ditional. 

The Department of Trade and Industry (DTI) is charged with applying this export 
control legislation and issuing export licences. This it does through its Export 
Control Organisation (ECO). Before a licence can be granted for the export of 
military products or products considered dual-use, the ECO has to ensure the 
approval of the relevant government departments: the Ministry of Defence (MOD), 
the Foreign and Commonwealth Office (FCO), and with regard to material with a 
nuclear weapons potential, the former Department of Energy — now contained 
within the DTI. The MOD examines the proposed sale in the light of security 
considerations while the FCO advises on the potential political and geopolitical 
ramifications; it is also consulted about all military exports to destinations other 
than the NATO and COCOM countries. 

With regard to rating requests, the acceptability of a proposal can be assessed 
prior to submission either through an informal approach to the DTI, or through 
submitting a Rating Request Form. The shortcomings of the flexibility which this 
system provides were exposed by the supergun affair. Since then, the DTI has 
tightened up its procedure with regard to rating requests, with the result that all 
must now be submitted in writing. Alternatively, the MOD operates a system of 
prior assessment, which involved the Defence Export Services Organization (DESO) 
liaising on the company’s behalf with the MOD (MOD Form 680 procedure). How- 
ever, this process is not intended to act as a guarantee that a licence will be issued, 
as ultimately only the DTI can issue them. Consequently, in practice, this function 
is more frequently performed through the DTI’s rating request system. 

Recent events, especially the supergun affair, strongly suggest that the intelligence 
services also play a role, albeit less formal, in the process. This is basically a 
monitoring and information gathering role, with information being relayed back to 
the MOD or to the Prime Minister’s Office or Cabinet through the Joint Intelligence 
Committee. 

Parliament plays no part in the decision-making process, and there is no statutory 
requirement for it to be either consulted or informed about current or future sales. 
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While both the Public Accounts Committee and Defence Committee monitor arms 
sales and related issues, their influence over this aspect of government policy is 
severely limited by their restricted access to information regarding ongoing deals, 
and the frequent refusal of officials to supply information to the relevant committees 
during the course of giving evidence to them (Dean 1979). 

The arms sales process normally begins when a British company is approached 
by a potential client with an interest in purchasing a military product. Such ap- 
proaches can be direct either as the result of the company’s own marketing efforts 
or because of the reputation of the weapon concerned. But there is a strong 
possibility that the British government will have already become involved as a result 
of the efforts of its military attachés abroad or through the promotional work 
undertaken by the DESO. In many cases sales require a high degree of governmental 
co-operation, for instance through providing military personnel to undertake dis- 
plays of British equipment. 

Moreover, during her first term of office in particular, Mrs Thatcher became 
Britain’s most important arms promoter - for example, on her 1981 tour of the Gulf 
states. Under Mrs Thatcher the choice of domestic projects has become increasingly 
influenced by overseas sales potential (as with the Challenger tank) and for such 
large projects the sales process could be said to have begun with the planning 
division of the MOD. 


TABLE1 Value of British arms exports to the Third World 1974-1989 





1974 1975 1976 1977 1978 1979 1980 1981 
1,070 1,193 833 1,652 1,214 766 725 1,101 
1982 1983 1984 1985 1986 1987 1988 1989 
1594 676 1,083 903 1,020 1,530 1,165 993 








(US $ millions at constant 1985 prices) 
Source: Sipri 1990, pp. 252-3 


In the period between a deal being informally struck and a contract eventually being 
signed — which in the current buyers’ market, tends to be a period marked by 
haggling over offset agreements, etc. — the company would be likely to informally 
consult the DTI over its forthcoming licence application. Where the equipment has 
been promoted by DESO and displayed with the aid of the British Armed Forces, 
there is no doubt that an application would be granted. Were there any political 
reasons for not so doing, the MOD would undoubtedly have prevented any such 
activity occurring in the first place. 

Upon receipt of a formal order, the British company would apply for an export 
licence to the DTI’s ECO. The ECO’s Export Licensing Unit (ELU) then informs the 
MOD and the FCO. These, in turn, using their own departmental criteria, form a 
judgement on the security and political desirability of the sale. However, there have 
been a growing number of instances where a political intervention has sought to 
by-pass the procedure or political pressure has rendered it more formal than 
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substantive as in the recent case involving Alan Clark, Matrix Churchill, and sales 
to Iraq. 

Where conflicting advice does emerge, the issue can be settled either at interde- 
partmental level or ultimately through Cabinet Committee and, more rarely, by the 
Cabinet itself. However, the thoroughness of the administrative procedure renders 
this relatively infrequent. 

All information on licence applications for military equipment is passed from the 
DTI to the MOD and the FCO for consideration. The administrative burden is high. 
For example, in 1989 (a quiet year) some 14,601 military applications were received 
along with 1,238 nuclear ones (Dept. of Trade and Industry 1990, p.17). 


THE ROLE OF THE DTI 


All questions relating to the granting of export licences are handled within the DTI 
by the ECO. Within the ECO, the ELU ultimately grants or refuses to grant the 
application (figure 1). 

Upon receipt of an application, the ECO checks that the equipment is licensable 
(i.e. that it is not subject to international treaty control etc.), and under what part of 
the EG(C)O - Munitions List, Atomic Energy List, etc. It is also their job to ensure that 


FIGURE 1 Administrative structure of British arms exports 





Licensing Goot. guidelines Promotion 
Licence application 
DTE— | DESO DSO (1965-85) 
| wae | DESO (1985-) 
ed 
ECO se Armed forces 
(Receives application we Display 
from company) were 
- 
on ee (ex) nee Mee) 
ex 
| (Nuclear) (1979-91) 
Obiection 
| No objection 
Inter-Dept. Licence approved 
Di (ELU issue licence) 
Cabinet Committee Customs and Excise 
| (non-policy) 
Cabinet 
Licence approved / 
Not approved 
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the application is accompanied by the necessary supporting documentation, a copy 
of the contract (in the case of purchase by a government agency) or an international 
import certificate or end-use certificate, to confirm that the goods are for their own 
use and will not be re-sold. 

Once this has been done, applications are assessed on a case-by-case basis. If the 
product falls within the scope of the Atomic Energy List, former Department of 
Energy specialists will provide an assessment in addition to those provided by the 
MOD and FCO. If the product features on the Munitions List, information regarding 
the application would be sent to the MOD and FCO to assess whether export would 
be permissible and consistent with Britain’s security and foreign policies. Dual-use 
equipment (featured on the Industrial List) can also be dealt with in this way, 
although here the DTI has a degree of discretion about which combination of 
product and destination merits referral of the application to these departments. 

With regard to dual-use equipment, the ECO’s stated position is that it would 
refuse applications on the following grounds: the consignee is not considered bona 
fide; the product is, in their opinion, intended for military use; the country of 
destination is of concern; or if the quantity of a particular product sought, or the 
level of sophistication is excessive in relation to the stated end-use (Dept. of Trade 
and Industry 1991). 

The fact that in all cases involving the export of military and nuclear equipment, 
and in a large number of cases involving dual-use equipment, the ECO passes on 
information for assessment to specialist departments does not mean that the DTI is 
without the capacity to make its own independent judgement. Within the DTI there 
is a clearly defined structure that analyses various aspects of export licence appli- 
cations. This has developed in sophistication and scope in recent years. In the 
aftermath of the August 1990 Iraqi invasion of Kuwait, the lessons learned are being 
applied through expanding this area of the DTI’s operations. Within it there now 
even exists a Sanctions and Embargo Enforcement Unit, which was set up following 
the invasion, and whose task has been to ensure the implementation of UN Security 
Council Resolution 661. These developments tend to indicate that recent pronounce- 
ments regarding curbing the global arms trade are for once substantive as well as 
rhetorical. 

However, with the exception of the Sensitive Technologies Section (STS), these 
units are all staffed by generalist civil servants. Hence, if an export request concerns 
arms or dual-use equipment (i.e., equipment featured in the EG(C)O Munitions List, 
Atomic Energy List, or certain products on the Industrial List) it would be passed 
on to the MOD and FCO for specialist consideration. 


FIGURE 2 The organization of export control within the DTI 
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At the beginning of 1990, the ECO comprised just the ELU and STU (together with 
the Computer Unit, comprising three staff and providing IT support across the ECO). 
The STU comprises 28 staff, specialist engineers and scientists and administrators, 
whose role is to provide technical advice as to whether equipment or technology is 
subject to export controls. It provides this information to both industry and to other 
departments within the ECO upon request. 

The other departments are all more recent creations. The Policy Unit is intended 
to ensure the adequacy of existing controls, and ensure that British controls are 
consistent with the aims of the multilateral control agencies of which Britain is a 
member. It is staffed by 12 generalist civil servants. 

The Sensitive Destinations Section was established in May 1990 to process appli- 
cations for licences to sensitive destinations in the Third World — i.e., outside of the 
COCOM-proscribed area. The countries within the Third World that it deals with 
change in line with international developments, although certain countries can be 
expected to be dealt with by this unit on a less transitory basis than others. 

Hence, the first stage of the administrative procedure is characterized by the 
existence of comprehensive controls. All applications are checked to establish their 
veracity and to ensure that there is nothing suspicious about the quantity of a 
product ordered or the compatibility of product and stated end use. To aid in this 
process, all export licence requests for Third World destinations considered ‘sensi- 
tive’ are now channelled through a specialist section which pays closer attention to 
such questions in their cases. All arms export requests and known dual-use equip- 
ment requests are then passed on to the MOD and FCO for a ruling. However, despite 
the existence of this impressive formal network, some doubts regarding the efficacy 
of the procedure surfaced in the early 1990s. 

Britain’s contribution to the Iraqi military procurement and Project Babylon 
(supergun) programmes suggest that this process has been subject to errors of 
judgement in the early stages and possible manipulation by politicians. As early as 
1988, Sheffield Forgemasters, who produced the barrel of the supergun, contacted 
the DTI and informed them that they had had an approach from Iraq concerning the 
export of petro-chemical pipes (the export of artillery gun barrels, no matter how 
unusual, would have been in direct contravention of the policy towards both Iraq 
and Iran outlined in the House of Commons by Foreign Secretary Sir Geoffrey 
Howe, and therefore a licence application would have been refused). The DTI 
informed the company that no licence was required. Full details of the tubes’ 
specifications were forwarded, and still the DTI insisted that no licence was required. 

Meanwhile, Walter Somers, the company that produced the barrel for the proto- 
type supergun, Baby Babylon, approached the DTI, a metallurgist at the MOD who 
worked for military intelligence, and had an approach made on their behalf to the 
intelligence services, outlining their uncertainty about the Iraq contract. They too 
were informed that no export licence was required (Phythian 1992). The most 
extreme expression of this process occurred in January 1988 when Alan Clark, then 
a Minister at the DTI, met with representatives of British companies exporting dual- 
use machine tool equipment to Iraq who were advised by him as to how to avoid 
the rejection of export licence applications. Clark told the meeting; ‘the intended use 
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of the machine should be couched in such a manner as to emphasise the peaceful 
aspect to which they will be put. Applications should stress the record of “general 
engineering” usage of machine tools’ (Sunday Times 1990). 

This points to the fact that export controls are only as effective as the government 
of the day intends them to be. While the lessons of Iraq have been absorbed into the 
regulatory structure, they also had to be absorbed at the political level. After all, the 
purpose of such controls is to ensure that no goods with a military application can 
be exported without the government's approval, not to prevent the export of such 
goods per se. Hence, the political will to enforce the controls has to exist for the 
controls to be effective. 

Clearly, with regard to Iraq in the 1980s, this was not the case. Iraq represented 
an expanding ‘civil’ market for British companies, and for the Thatcher government 
committed to ‘batting for Britain’ and securing markets abroad. The fact that 
equipment may have had a use other than that stated in the export licence applica- 
tion was not as important as the fact that other European countries were equally 
heavily involved ina similar type of trade (West Germany, Switzerland, France, etc.) 
If Britain began to apply restrictions to this trade it would lose its share of the market 
to these countries. Indeed, fears about and a desire to imitate the French pragmatism 
regarding the export of arms and related products often seemed a central concern 
of government policy in this area. 

Further doubts arose over the disclosure that the DTI did not, and did not have the 
capacity to, monitor the ultimate destination and actual end-use of British arms to 
ensure that end-use certificates were genuine. The exposure cited a British company, 
Ordtech, which exported sophisticated artillery technology to Iraq in 1989 with a 
Jordanian end-use certificate. However, countries such as Jordan, Saudi Arabia and 
Singapore (to name but three) were well-known conduits for Iraq during the Iran- 
Iraq War and accompanying arms embargo. Given the monitoring role of the 
intelligence services, a certain absence of political will with regard to enforcement 
must be suspected. 


THE MINISTRY OF DEFENCE 


In the case of a licence application being for military or dual-use equipment, the ECO 
refers the request to the MOD and FCO for advice as to the permissibility of the 
request. As the EG(C)O and COCOM lists only indicate which exports require a 
licence, and some potential exports have implications beyond trade matters, the 
MOD evaluates the strategic and security implications of making equipment avail- 
able to third parties. Sales to potentially hostile states are normally (though not 
invariably as the Falklands Conflict showed) ruled out of order, but such states 
rarely approach British manufacturers in the first place. 

It also evaluates the military implications of sales for Britain’s allies, in particular 
the US. For instance, the MOD has ruled against sales to Cuba, Nicaragua and North 
Korea, none of which could be said to directly threaten British security interests. 
Conversely, it has persuaded the US to reciprocate where British interests are 
involved. However, in this area the US-UK relationship is an uneven one and the 
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UK has to exercise greater restraint than the USA. For example, the USA resumed 
arms sales to Argentina in 1989 despite the protests of the Thatcher government. 

The MOD also assesses the regional balance of power and the extent to which the 
purchasing state truly ‘needs’ the arms for its own defence. The record of British 
sales suggests that this third consideration is of limited importance compared to the 
first two and has become of even less significance as a result of the Thatcher 
governments’ approach to the question of arms sales. For instance, the continued 
sales to nations in South East Asia, such as Indonesia, have been out of all propor- 
tion to any potential threat they face. However, they have not been inconsistent with 
an internal policing/repression function. Open use of British arms in this capacity 
would bring the sales into conflict with the stated aims of British arms sales policy - 
to provide the means for national defence but not to contribute to internal repression. 

The MOD also maintains a standing classification for both arms and potential 
customers to which it refers during any licence application procedure. Having 
separately classified arms and customers, during any negotiation it becomes neces- 
sary to merge the two sets of criteria — i.e., to enable a decision to be made regarding 
whether arms can be sold to nation x, and having decided this, to determine what 
level of sophistication of weaponry can be sold to nation X bearing in mind its 
international position and the advancement and effectiveness of the technology 
behind the weaponry. 

Another of the MOD’s security functions is to ensure that during the gradual 
process of sales negotiations, arms negotiators (whether DESO, attachés, or indus- 
trial) do not reveal too much information about a particular item at what the MOD 
considers to be too early a stage. Under the arms sales drive launched in the early 
years of the Thatcher governments, the pressure to sell British arms overseas led to 
previously classified details being released earlier and earlier. This trend predates 
Mrs Thatcher and can be traced back to the efforts of the 1964 Wilson government 
to commercialize British arms sales. However, the process did take a quantum leap 
during the Thatcher years, under which pressure was exerted for future specifica- 
tions of British military equipment to take into account the requirements of potential 
customers (Defence Committee 1982). 


THE DEFENCE EXPORT SERVICES ORGANISATION (DESO) 


There also exists a department within the MOD whose role is to promote and secure 
rather than regulate British arms exports — DESO. Hence, here as within the DTI, 
government the regulator is also government the promoter, and this leads to the 
creation of contradictory pressures within the administrative process. 

From 1945 to 1965, there was no single government organization responsible for 
overseeing arms exports. During this period, the three Services each had separate 
sales organizations. The Admiralty and Air Ministry directly controlled their organi- 
zations while the Army’s sales were handled by the Munitions Sales Branch of the 
Ministry of Supply. However, these bodies offered British manufacturers essentially 
‘passive’ assistance in securing orders ~ a direct contrast to the vigorous marketing 
function adopted by DESO and International Military Services (IMS) in later years. 
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From the mid-1950s, British arms exports entered into a relative decline. In effect, 
this opened the way for criticism of the limitations of the system through which the 
government supervised sales. This concern was highlighted by the 1958 Select 
Committee on Estimates enquiry into the mechanics of British arms exports. The 
‘inadequacy’ of the government's involvement was underlined in 1961 with the 
creation in the US of a specialist governmental arms sales agency, International 
Logistics Negotiations (ILN). It was this latter development and its implications for 
the remainder of Britain’s declining market share that persuaded the newly elected 
Wilson government to act in 1964. 

Towards the end of the year, Wilson appointed a committee chaired by Lord 
Plowden to investigate the condition and prospects of the British aircraft industry. 
When the committee’s report was finally published the following year, Plowden 
urged the government to become more closely involved in the sale of British military 
equipment, with military attachés openly acting as salesmen and the government 
providing loans with generous repayment terms to foreign countries (National 
Audit Organisation 1989). The report portrayed the active governmental support of 
British arms exports as an act of political pragmatism, and not as a political issue 
expected to galvanize sections of the Labour Party into opposing such moves. 
However, this is exactly what such close governmental involvement ultimately did. 

Acting on these recommendations in July 1965 the Secretary of State for Defence, 
Denis Healey, appointed the head of Leyland Motors, Donald Stokes, as an adviser 
to the government on arms exports. Subsequently, neither his report nor any of his 
recommendations were ever made public, and without any public debate, nor any 
debate within the Labour Party outside of the Cabinet, in January 1966 Healey 
summarily announced to the House of Commons that the government was to establish its 
own arms promotion organization, the Defence Sales Organisation (DSO). 

Four months later, Healey announced the creation of a new post within the MOD, 
Head of Defence Sales, to ensure that Britain would; ‘gain the advantage of full 
participation in the [arms] market’ (Hansard 1966). The first occupant of the post was 
Raymond Brown, (Racal) who successfully introduced the British Army Equipment 
Catalogue and who unsuccessfully suggested changing the name of the organiza- 
tion from the DSO to the more innocuous Export International Relations. This 
suggestion foresaw what came to be later recognized — that it was more prudent for 
the organization’s name to reflect a vague range of services than to suggest the 
existence of a specialist government department that dealt solely with arms sales. Hence in 
1985 its name was changed to the (more opaque) Defence Export Services Organisation. 

DESO describes its objectives as being; ‘to help friendly nations select the right 
British equipment for all types of defence requirements and to help British industry 
sell its products’ (CAAT 1986, p. 2). The reality is somewhat different. DESO was not 
created to show customers what was available on request; rather, it is expected to 
identify potential customers and make a vigorous effort to sell British arms to them. 
Hence, the British arms industry sees one of DESO’s tasks as being, ‘to wave the flag 
inside the British Government in favour of sales and saleable designs’ (Pearson 1983, 
p.215). DESO identifies these potential customers through the use of marketing 
assessments and surveys. The information that goes to make up these surveys and 
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assessments relies partly on information passed on from the military attachés based 
at British High Commissions or embassies overseas. Military attachés can also be 
responsible for initiating negotiations, and are often the first point of contact for 
foreign governments interested in British arms. 

The arms promotion work undertaken by military attachés falls into two catego- 
ries; opportunity-led and demand-led. The former involves seeking out opportuni- 
ties for exports and then reporting these back to DESO. The latter involves respond- 
ing to enquiries from British firms, either through DESO or directly (giving advice, 
involvement in promotional work etc.). The amount of time an attaché devotes to 
selling arms depends on two things; the scope for arms sales to that country, and 
the overall workload and priority of arms sales within that. An estimated one-third 
of an attaché’s time is spent promoting arms sales (Public Accounts Committee 1988-9). 

The majority of DESO’s estimated 260 staff are based in London. Key senior posts 
have traditionally been filled by secondees from industry, while other staff are 
regularly posted to DESO from the MOD or the Services for a tour of duty of generally 
three years. It has seven overseas offices in Washington DC, New Delhi, Riyadh and 
Kuala Lumpur (responsible for the whole of South East Asia), Seoul, Ankara and 
Kuwait. In Europe, sales are co-ordinated through the embassies in Paris and Bonn. 
Within the organization, staff specialize in arms sales to particular areas — a set-up 
not dissimilar to the FCO’s area desk network. 

Indeed, the FCO, DESO and large companies like BAe have similar structures in this 
respect. A retired officer joining BAe, for example, is given a grade equivalent to his 
service grade. This is no accident and points to the symbiotic relationship which has 
developed between government and the industry. 

Under the Head, DESO is divided into four divisions: Marketing; Sales Policy, 
Finance and Support; Military Support and Exhibitions; and Saudi Armed Forces 
Projects. The Marketing Division is headed by a Director General of Marketing 
beneath whom it is divided into five sections. The Directorate of Marketing Services 
is responsible for overall market intelligence and company liaison and is supported 
by four Regional Marketing Directorates. Each of these is responsible for a group of 
countries in much the same way as country specialists at the FCO, and provide what 
DESO describes as, ‘“tactical” assistance and advice to firms on specific markets and 
projects.’ The organization’s Annual Strategic Review seeks to ensure that each of 
the regional directorates has a roughly comparable workload, and should interna- 
tional developments dictate that one begins to acquire more work, a re-organization 
would take place to correct this. In general however, the areas covered by each of 
the four desks remain fairly fixed. 

The Sales Policy and Finance Support Division is headed by an Assistant Under- 
Secretary (Defence Export Services Administration), who co-ordinates general sales 
policy, administration and support. Support comes from the Head of the Defence 
Services Secretariat, whose responsibility covers export policy and the military and 
security aspects of individual exports, and the export of collaborative projects. 
Further support is provided by the Director of Sales Support and Disposals whose 
job it is to sell MOD equipment which is surplus to the requirements of the British 
Armed Forces. In terms of volume of exports, this function is a relatively minor 


© Basil Blackwell Ltd. 1993 


270 MARKPHYTHIAN ANDWALTERLITTLE 


feature of DESO’s work (National Audit Organization 1989, p.12). The division also 
houses two further important posts. Firstly, the International Finance Advisor, 
whose role is to provide advice on credit policy and finance for overseas sales, and 
secondly the Strategic Planning Officer who is responsible for long-term export 
advice to companies. 

The Military Support and Exhibitions Division is responsible for the production 
of the British Defence Equipment Catalogue (B-DEC) which it publishes annually. It 
is circulated to all appropriate foreign embassies and representatives from foreign 
governments. The companies whose products are advertised in the catalogue pay 
for their entries. This is perhaps the section whose work the public knows best, as 
DESO is at its most visible as the co-ordinating force behind the military equipment 
exhibitions that Britain holds. There are several of these. 

Firstly, there is the Defence Equipment Exhibition, which differs from all of the 
others in that it is a permanent exhibition based at the MOD main building in 
Whitehall. Its permanence makes it important in that it is frequently used through- 
out the year to show off arms to potential foreign buyers who would otherwise have 
no opportunity to view them. As with the B-DEC, space at this exhibition is paid for 
by the companies displaying equipment. 

The most significant exhibitions organized by DESO are the British Army Equip- 
ment Exhibition (BAEE) and the Royal Navy Equipment Exhibition (RNEE), which 
have been held on alternate years at Aldershot and Portsmouth respectively. Attend- 
ance is by invitation only, invitations being extended to representatives of foreign 
governments to whom the British government is willing to allow military equip- 
ment to be sold. It has consistently been the policy of governments not to release the 
names of those countries whose representatives have been invited. In addition to 
these exhibitions, British military aircraft are also displayed at the Farnborough 
Airshow which is organized by the Society of British Aircraft Manufacturers (SBAL). 

The same pragmatism that governs the operation of DESO prevails at the exhibi- 
tions. Involvement in a regional war or conflict does not preclude an invitation to 
the exhibition. Rather, given the logic that governs the arms market, these tend to 
be the countries most strenuously feted. For example, Iraq was represented at the 
1986 BAEE by a five-strong delegation led by the Director of Armaments and 
Supplies despite having been at war with Iran for six years. The apparently princi- 
pled stance of withholding invitations from Israeli representatives since the 1982 invasion 
of Lebanon was widely interpreted as a move designed to protect and prevent damaging 
potential Arab markets rather than an indication of a moral stand over the invasion. 

With regard to South America, although DESO maintained a low profile during the 
Falklands Conflict, as Argentina employed equipment formerly displayed at the 
BAFE and RNEE against the forces of the country of manufacture, it used the perform- 
ance of British equipment in the conflict as a selling point at the 1982 BAEE which, by 
coincidence, started just six days after the surrender of the Argentine troops at Port Stanley. 

This division also arranges British Armed Forces support for arms exports, 
including the use of British military personnel to demonstrate equipment to 
potential customers. An Infantry Sales Team, comprising eleven ‘hand-picked’ 
soldiers was established in 1986, and is designed to be available to assist British arms 
manufacturers in the sale and promotion of British infantry equipment overseas. In 
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addition, the division oversees the training of military personnel from countries that 
have purchased British arms (CAAT 1989). 

Finally, the existence of the Saudi Armed Forces Projects Division bears testimony 
to the importance to the British arms export industry of its single-biggest customer. 
It is responsible for providing advice on matters relating to the sale of arms — largely 
aircraft in the recent past — to the Royal Saudi Armed Forces. 


INTERNATIONAL MILITARY SERVICES (IMS) 


The evolution of the international arms market and the growing diversity of suppli- 
ers has meant that flexibility to meet various types of demand has had to be 
developed. The power to be more adaptable has had to be devolved to those 
negotiating arms sales to foreign nations through their being given greater flexibility 
with regard to the release of classified information. Similarly, the power to make 
decisions connected with a nation’s creditworthiness has had to be delegated. 

Governmental acceptance of the nature of this market evolution is evident in the 
establishment of International Military Services (IMS), an arms sales quango in- 
tended to operate at arms length from the MOD and directed to behave ‘as commer- 
cially as it possibly could’ (Merryfinch 1985). It is at the level of the operations of 
IMS that government involvement in the arms trade begins to come close to the fine 
line dividing respectable government-to-government dealings (as this involvement 
is always presented) from shady dealings, which the government accept as neces- 
sary but is nevertheless anxious to distance itself from. 

The antecedents of IMS are to be found in the role of the Crown Agents — 
individual civil servants who provided British colonial governors with a variety of 
goods and services. Following the decolonization process and the creation of the 
Commonwealth, this role could no longer be fulfilled by individuals, who cannot 
form legal contracts with foreign governments. Hence, if it were to continue, it had 
to be taken over, in whatever form, by the British government. 

This process produced Millbank Technical Services (MTS), the forerunner of IMS. 
MTS co-ordinated arms sales to Middle Eastern countries such as Iran, Saudi Arabia 
and Jordan. This operation came under ever closer governmental control and in 
January 1979 the MOD became the only shareholder in the company which changed 
its name to IMS. With the fall of the Shah, IMS gained control of Royal Ordnance 
Factory sales contracts outside of the NATO arena. 

IMS had the authority to conclude multiple contracts with foreign customers and 
arrange ECGD credit for them. At the same time, the MOD indemnified IMS against 
any financial losses it incurred in the course of these activities. Hence IMS developed 
into the sales branch for British government arms exports, although it also acted on 
behalf of the private sector. Modelled on the French approach to promoting arms 
sales, it was given greater freedom to carry out tasks previously the domain of the 
more restrained DESO. Its basic function was to provide packages where more than 
one product or service was required. 

At an early stage it could help customers in the definition of the requirement, and 
then in the selection of equipment for that requirement — possibly from a range of 
(British) manufacturers and suppliers. Having done this, it would see the package 
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through; inspecting and overseeing manufacture, transport and installation as well 
as the provision of credit and insurance facilities. 

In providing financial packages, IMS developed close ties with the Midland Bank, 
which established a department to deal with financing arms sales within its Midland 
International Finance Department. The Defence Equipment Finance Department 
was established with the aim of challenging the position of banks like Morgan 
Grenfell in the arms financing field. It was staffed by a collection of former intelli- 
gence, SAS and military personnel (by way of contrast, Morgan Grenfell used career 
bankers, considering the employment of ex-military personnel ‘naive’) who were 
intended to target specific contracts. The section operated in a semi-clandestine 
manner from its inception until its closure in 1990. Its existence was kept secret from 
most employees, it did not figure in the company accounts and hence its estimated 
loss of £75 million was also hidden from its shareholders. Its history is illustrative 
of the nature of the arms sales process at this level. 

Clearly then, IMS did not assume the role of DESO. Its role was to take on the field 
responsibilities of DESO, where the application of the arm’s length principle is most 
important, thereby releasing DESO to perform marketing and support (demonstra- 
tion) functions more effectively. However, IMS became a victim of the decline in 
government-to-government contracts and ceased trading on 31 July 1991. The 
remaining business has been taken over by Royal Ordnance, which created a 
separate commercial company, International Military Sales (IMS), to handle it. 


THE FOREIGN AND COMMONWEALTH OFFICE 


The FCO retains an independent capacity to evaluate the politics of arms sales. It has 
the task of assessing the political consequences of agreeing to supply or refusing to 
supply nations outside NATO and COCOM with British arms. The PCO’s Non- 
Proliferation and Defence Department (NPDD) co-ordinates the activity of evaluat- 
ing the impact of a proposed arms sale on the political situation within the purchas- 
ing nation and its likely effect on neighbouring countries and the prevailing balance 
of power. These evaluations are provided by the relevant area desks. Having 
received them, the NPDD makes a final assessment on the desirability of the likely 
geopolitical ramifications and the military relevance of the equipment for which the 
licence application has been made. Tim Renton, then a Foreign Office Minister, 
summarized the office’s role thus: 


Our policy on the sale of defence equipment is to support such sales, whenever 
this is compatible with the United Kingdom’s political, strategic and security 
interests. Each case is considered carefully on its merits. We do not supply arms 
to countries against which there is a mandatory arms embargo, or where we 
believe the items are likely to be used to violate human rights or to attack British 
forces or our allies. We also consider the possible effect any proposed sale might 
have on the stability of the region in question (Hansard 1986). 


Should there exist any uncertainty concerning the military relevance of equipment, 
the MOD would be consulted. Should a situation arise whereby an application has 
been made that is politically controversial or which involves the sale of restricted 
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technologies on which the MOD and FCO do not agree, the Restricted Enforcement 
Unit (REU), an interdepartmental committee (comprising representatives from ECO, 
FCO, MOD, and Customs and Excise) which meets fortnightly to discuss sensitive 
cases, would be consulted. This would be expected to agree on an outcome. 
However, should this prove impossible, ministers would in theory be consulted. If 
they prove unable to agree informally, inter-ministerial committees could be con- 
vened, and beyond that the full Cabinet asked to reach a decision based on the 
available information. However, this is a relatively rare event, so much so that the 
Cabinet Office has no permanent unit considering the political and/or economic 
implications and consequences of arms sales on British interests. However, the 
DOPC does receive all major arms sales proposals (e.g. Saudi Arabia, Malaysia, 
Indonesia, etc.). 

The FCO is also involved in the Security Export Controls Working Party (SXWP). 
This is chaired by the MOD and includes officials from the DTI, FCO, Department of 
Energy and Customs and Excise. It is this committee which effectively formulates 
government policy on export controls on a working level. In so doing it is aided by 
the operation of three sub-groups considering missile, nuclear, and chemical and 
biological weapons proliferation issues. 

There is no evidence to suggest — as Mrs Thatcher seems at times to have believed 
~ that officials in the FCO were fully paid up members of the peace lobby. Their 
responsibilities include arms control, disarmament, the monitoring of embargoes, 
and regional peace issues, but they are also aware that arms can help cement 
relations with friendly governments. The record of the 1970s and 1980s suggest that 
the FCO has remained firmly under political control. Whatever private doubts 
officials might have had about the destabilizing effect of arms sales initiatives in the 
1980s, none were prepared to jeopardize their careers by vigorously questioning the 
Downing Street line. 


THE EXPORT CREDITS GUARANTEE DEPARTMENT (ECGD) 


The ECGD was created under the Export Guarantees and Overseas Investment Act. 
Essentially, it has functioned as a governmental insurance agency, providing credit 
backing to exporters to cover against possible customer default. 

The ECGD’s role is important in that the availability of loan finance is often a key 
factor in a buyer's selection of a country to purchase from -— particularly where a 
number of countries manufacture similar versions of a particular weapon or 
weapon system. Since, given the economics of the trade, most customers could not 
and do not pay cash for arms purchases, the availability of loan finance and the 
terms offered have come to represent a significant consideration when purchasers 
come to decide between competing products. 

Consequently, the relationship between DESO as the promoter of British arms, and 
the ECGD as provider of cover (and in this sense, ensurers as well as insurers) is a 
close one, and hence both formal and informal. The formal relationship centres 
around their involvement in the Export Guarantees Committee, an inter-depart- 
mental committee chaired by the Treasury which determines the individual 
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country credit limits. The figure arrived at covers both military and civilian sales. 

The country credit limit figures are calculated through the compilation and 
maintenance of a series of four lists: A - D. List A contains those countries presenting 
least risk of default, which in practice includes most NATO countries and EC 
members. Lists B and C contain the names of a cross-section of developing countries, 
whilst List D comprises past defaulters together with a number of the poorer African 
states. Inclusion on this list would automatically preclude longer-term credit. 
Zambia and Iran proved such poor repayers that they were removed entirely from 
the lists in the late 1970s, although Iran’s ongoing post-Gulf international rehabili- 
tation has led to an ascent of the lists. The Export Guarantees committee also 
considers the provision of ECGD cover for arms sales. Consequently British arms 
manufacturers use DESO to make a case for provision of ECGD cover in specific cases 
where this is not guaranteed. 

However, the ECGD does not provide direct financing. The exporting firm takes 
a loan with a bank about which the ECGD has been consulted, and the bank is then 
insured against any risk by the ECGD. The bank is thereby covered 100 per cent 
against risk, the exporter 90 per cent, although in the case of arms sales this is 
usually in the region of 75-80 per cent. If the goods are not delivered, the loan must 
be repaid. The ECGD offers such comprehensive cover that it even covers the risk 
that export licences will be cancelled by other government departments. 

The ECGD’s ability to meet the needs of British arms manufacturers involved in 
large contracts (for example, BAe in Saudi Arabia) and still accommodate civil 
exports was becoming limited in certain cases by the late 1980s by the need to 
operate within the country credit limits. Hence, in 1988, the then Trade Minister 
Alan Clark announced that a new £1 billion fund was to be established to cover 
these needs. In future, ‘Where [the] ECGD’s normal limits for individual countries 
cannot easily accommodate specific contracts, cover will, where appropriate, be 
made available under these new arrangements outside the country limit, but within 
the overall £1 billion ceiling’ (Hansard 1988). 

In December 1991 the government sold off the ECGD’s short-term credit arm to the 
privately owned Dutch company Nederlandsche Credietverzekering Maatschappij 
(NCM) for £70 million. However, it has retained control of that part of the ECGD 
concerned with insuring British arms sales. Basically, the ECGD distinguished be- 
tween two types of cover; commercial risk cover and political risk cover, which 
includes arms sales, and which remains under governmental control for a stated 
minimum period of three years with no stated upper limit. 

This course of action was determined by the desire to sell off the ECGD and the 
fact that it was a more attractive proposition without the inclusion of political risk 
cover, and by the need to continue to offer protection to the British arms industry. 


CUSTOMS AND EXCISE 

The final stage in the administrative procedure is played by the Customs and Excise 
Department. It is their responsibility to enforce compliance with the EG(C)O and the 
terms of the End-Use certification, by which a customer agrees not to pass on 
equipment to third parties without first consulting with the MOD. 
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Should a violator be formally identified, Customs and Excise are empowered to 
detain suspect shipments, seize unauthorized or illegal shipments and press charges 
against individuals involved. The most visible example of this occurring in relation 
to the export of arms in recent years was the 1990 seizure of components for the Iraqi 
supergun at Teesport docks. The FCO, MOD, DTI and Customs and Excise are aware 
that such enforcement is circumvented, but there are many ways of doing so and 
ultimately more interest in selling than policing. Indicative of this is the admitted 
absence of a systematic or effective review of post-sale use of British arms. 


CONCLUSION 


It is clear from the above that HMG possesses an effective and sophisticated system 
for controlling its arms trade. It possesses extensive formal powers, the co-operation 
of the producer sector and is in many cases itself a lead player in the securing of 
export orders. 

Successive governments, however, have had to confront contradictory pressures. 
On the one hand they are bound by alliances, multilateral obligations (such as those 
of the UN and EC) and the pressure of various lobbies opposed to the trade in arms. 
On the other they have consistently sought to bolster the home defence of the UK 
and Britain’s exports by becoming directly involved in the marketing of weapons. 
Under Labour up to 1979 a two-track policy of control and simultaneous promotion 
of arms sales was followed. Under the Conservatives since 1979 restrictions have 
been fewer. 

Both parties, however, have resorted to the arms-length principle and the tradi- 
tion of dividing responsibility between departments. At one extreme of the admin- 
istrative apparatus stands the FCO which, however reluctant it might be to be 
publicly enthusiastic about it, is to some extent at least in the peace business. In the 
middle, stand the DTI and the more public parts of the MOD, while at the other end 
lie IMS and the politics of the bazaar. 

The result, inevitably, is that successive governments have laid themselves open 
to the charge of, at best, inconsistency, at worst, hypocrisy. It may be some conso- 
lation for the officials involved to reflect that any shortcomings in the administration 
of British arms sales are political rather than administrative in origin. 

If it is the case that the post-Gulf world is qualitatively different and that in future 
there will be much greater international co-operation in the control of arms sales, 
then the British administrative machine will have little difficulty in regulating arms 
exports. The system is as administratively watertight as the government of the day 
wishes it to be. 


ENDNOTE 1 


British membership of several international regulatory bodies helps determine the composition 
of the Export of Goods (Control) Order BG(c)o. 

As a signatory to the Nuclear Non-Proliferation Treaty (NNPT), for instance, export of quartz 
crystals, solid state switches, filament winding machines, high speed cameras and a range of 
other materials vital to the production of nuclear weapons cannot be exported freely. Countries 
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which are not signatories (for example, Chile, Brazil, Argentina, Oman, UAE etc.) are prohibited 
from receiving this equipment. 

Membership of the Australia Group, which seeks to control the proliferation of the compo- 
nents of chemical and biological weapons, means that the export of items such as glass-lined 
vessels, glove boxes, protective clothing, toxins, toxic gas monitors etc. is controlled. Further 
restrictions on chemicals and biological weapons are provided by the EC's 1989 adoption of a 
Community Regulation on Chemical Weapon Precursors (Council Regulation EEC no. 428/89). 
This prohibited their export to states engaged in conflict or considered to be developing a 
chemical weapons capability. 

As a signatory of the Missile Technology Control Regime (MTCR) export of items such as laser 
radar, analogue to digital converters, wind tunnels etc. is restricted. Essentially, all items covered 
by the MTCR are also covered by COCOM, and are merely being extended to the Third World. 

Finally, membership of the Co-Ordinating Committee for Multilateral Export Control (COCOM) 
dictates that Britain will not export specific materials to the COCOM-proscribed countries (Alba- 
nia, Bulgaria, China, Czechoslovakia, Hungary, Mongolia, North Korea, Poland, Romania, the 
former USSR [all 15 former republics] and Vietnam. In addition, although Afghanistan is not 
COCOM-proscribed, COCOM guidelines are used on applications.). 

COCOM restrictions are based on the maintenance of three separate lists; the New International 
Industrial List, the International Munitions List, and the International Atomic Energy List. These 
categorize restricted products thus: 


New International Industrial List: Advanced Materials; Materials Processing; Electronics; Comput- 
ers; Telecommunucations/ Information security’; Sensors and ‘Lasers’; Navigation and Avionics; 
Marine; propulsion. 


International Munitions List: 26 separate MLs 
International Atomic Energy List: Nuclear materials; nuclear facilities; nuclear-related equipment. 


However, these controls allow for ‘national discretion’ to be exercised in the export of certain 
categories of product to specific COCOM-proscribed countries. Most notably, China receives 
special consideration that allows it to receive exports denied to other countries on the list. 

Currently, COCOM restrictions are being relaxed as a consequence of recent political develop- 
ments in Eastern Europe, and an EG(C)O incorporating these is to be published during 1992. 
Details of this relaxation are included in DTI: Security Export Control. 

In addition to these controls, further restrictions can apply to the export of military equipment 
if they contain components or technology of US origins through the need to secure a US re-export 
licence. 


ENDNOTE 2 


The Order derives from the Import, Export and Customs Powers (Defence) Act 1939, which 
empowers the Secretary of State for Trade and Industry to make orders in the form of a statutory 
instrument regulating exports. 

There are a number of types of export licence: the Open General Export Licence (OGEL); Open 
Individual Export Licence (OIL); and the Standard Individual Export Licence (SIEL). 

Arms tend to require SIELs, which allow for a manufacturer to export to a single consignee a 
specified quantity. They are valid for two years. This represents an extension of a previous period 
of one year, and was a response to the DT1’s expanding workload. 

However, products with a potential military application have been exported using OIELs, 
which cover regular shipments to a range of specified destinations and are valid for three years. 
OGELs allow the export of eligible products without prior DTI approval and are clearly unsuitable 
in the case of arms exports. However, they are used for the export of controlled chemicals to 
members of the Australia Group. 
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USER INVOLVEMENT IN COMMUNITY CARE: 
ORIGINS, PURPOSES AND APPLICATIONS 


GERALD WISTOW AND MARIAN BARNES 


Whilst the drive towards public sector consumerism is intensifying, it is also evident that 
somewhat different ‘brands’ of consumerism are currently being marketed. This article 
develops a framework to assist in the disaggregation and understanding of the range of 
approaches to consumerism currently being pursued in the field of health and social care. 
Its principal elements concern the ideological origins of consumerism in this field; their 
purposes; and the forms through which consumer preferences are expressed. This frame- 
work is applied to the Birmingham Community Care Special Action Project, a major 
developmental initiative which the authors have been studying. An important area for 
further investigation is the extent to which users and carers seek to exercise greater 
collective control over services as opposed to influencing the development of services 
more responsive to their individual needs. 


INTRODUCTION 


This article discusses a major initiative undertaken in the City of Birmingham to 
translate the growing interest in public sector ‘consumerism’ into a practical ap- 
proach capable of achieving lasting change. The Community Care Special Action 
Project (CCSAP) aimed to develop a user-oriented strategy for community care in the 
biggest metropolitan authority in England. Birmingham City Council serves a 
population of approximately one million and employs approximately 53,000 
people. Four health authorities employ another 25,000 people. 

The project was designed to promote user involvement and cultural change in the 
development and delivery of mainstream services. Consequently, its director was 
deliberately chosen as someone with a national profile, who would provide a 
charismatic style of leadership. The core of the project was a small task group which 
worked between January 1987 and March 1990 with a remit enabling it to operate 
across agency boundaries and hierarchies. In this article, we are concerned only with 
the project’s user-involvement dimension and have described more fully the full 
scope of its objectives and activities elsewhere (Barnes and Wistow 1991). At one 
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level, the growth of public sector consumerism may be seen to parallel the changing 
balance between production and consumption which has been seen, in the ‘post- 
Fordist’ analysis, to underpin a wider process of economic re-structuring (Hoggett 
1990). In the health and social services, this shift has been evident in the growing 
priority accorded to: 


— tailoring services to individual need; 
— the quality and relevance of their outcomes for users; and 
— the importance of user involvement in need identification and service delivery. 


Historically, and by contrast, the emphasis has been on the production of standard- 
ized services, the cor-trol of resource inputs and professional definitions of need. 
Whilst the concept of getting closer to the consumer is now more widespread in 
public services, it is also evident — to maintain the metaphor — that somewhat 
different ‘brands’ of consumerism are currently being marketed. Some of these, 
moreover, explicitly reject both the concepts and language of what might be termed 
‘market place consumerism’ in favour of an emphasis on the rights of service 
recipients as users and citizens. Important differences in values and interests may 
be concealed within generalized and apparently unchallengeable commitments to 
such concepts as consumer choice and participation. That we are dealing with 
different phenomena is indicated by the substantial variations which exist in even 
the most basic terminology employed in this context. For example, the key terms 
customer, consumer, user, citizen and survivor all imply substantially different 
kinds of relationship between those who provide and those who ‘receive’ services. 
Commitment to the consumer dimension in health and social care should not, 
therefore, be equated with the existence of a broadly based consensus around either 
ends or means. Empirical study is necessary to establish what ‘brands’ are being 
‘marketed’ and what factors influence their success. A degree of conceptual clarity 
is needed to provide analytical reference points for such studies, not least to 
determine what criteria, defined by what interests, would constitute indicators of 
success. In addition, the emergence of public sector consumerism concealing a 
plurality of perspectives and values means that an analytical framework is neces- 
sary to assist the disaggregation and interpretation of those viewpoints and 
motivations. Three elements of such a framework appear particularly helpful at this stage: 


e the ideological underpinnings of consumerism in health and social care; 
e the underlying objectives associated with each approach; and 
e the forms through which consumer preferences are expressed. 


We discuss each of these issues below before reporting on the empirical study we 
have been conducting of the Birmingham initiative. 


IDEOLOGICAL ORIGINS OF CONSUMERISM IN HEALTH AND 
SOCIAL CARE 


Jones (1988, p. 53) has observed, ‘consumerism . . . is a strategy which appears to 
unite left, centre and right. But this apparent consensus obscures the enormous 
political and ideological differences from which consumerism emanates. 
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If consumer-led strategies . . . are to endure then the ideological foundations must 
be made explicit.’ At least four such foundations may be identified in the field of 
health and social care: public sector managerialism; the public service orientation; 
the normalization philosophy; and the user movement. Each is briefly outlined below. 


Managerialism in the public sector 

During the last decade, government policy has sought to expose the public sector to 
the presumed disciplines of private enterprise. This objective has been pursued 
through the transfer of ownership or the injection of quasi-competitive forces and 
the use of incentives to change managerial behaviour (see, for example, Pollitt 1990 
and Hood 1991 for a fuller account of the new public management). The interest in 
consumerism which might be expected to flow from this emphasis on commercial 
disciplines has been reinforced by the ‘re-discovery’ of the customer within the 
private sector, itself. Particularly influential has been the Peters and Waterman 
(1982) finding that, while companies generally ignored their customers or consid- 
ered them to be a nuisance, the most successful American enterprises were those 
which were ‘obsessed’ with customer service, with quality, and with ‘listening to 
users’ (1982, pp. 156-7 and pp. 193-99). The implications of this approach are 
epitomized in the statement by the chief executive of Rank Xerox UK that ‘satisfying 
the customer is a race without finish’ (Holberton 1991). 

The transfer of such thinking to the public health and social services has been 
heavily influenced by reports on the management of the NHS and of community 
care, respectively, which were produced by the chief executive of one of the most 
successful British supermarket chains (Griffiths 1983 and 1988). Thus, the first 
Griffiths report argued that NHS managers gave less attention to the consumer 
dimension than their counterparts in the private sector: ‘businessmen have a keen 
sense of how well they are looking after their customers. Whether the NHS is 
meeting the needs of the patient and the community and can prove that it is doing 
so is open to question’ (para. 2). Assessing patient satisfaction was not an entirely 
new activity in the NHS (Cartwright 1964; Raphael 1977; Gregory 1978; for example). 
Indeed, Griffiths (1988, p. 198) subsequently recognized this to be the case but went 
on to argue that ‘it had never been regarded as central to the management of the NHS 
to ascertain the patients’ view of their treatment and much less to regard such 
information as a vital prelude to action’. At the same time, he welcomed the 
attention health authorities had given to quality assurance and customer relations 
following his report. 

These examples illustrate the essential nature of what is meant by “getting closer 
to the customer’ in this tradition: first, that it is management led; and, second, that 
the consumer contribution is to provide feedback through what Griffiths (1988, 
p. 198) called ‘customer relevant information systems to enable us to respond 
to customer needs’. Thus providers are cast in a proactive role and consumers in 
a more passive, reactive one. 


The public service orientation 
One response to the interest in transferring managerialist approaches from the 
private to the public sector was to emphasize the difference between sectors and 
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hence the need for an approach which recognized the distinctive nature and values 
of the latter. The result was the public service orientation (PSO) as a version of 
managerialism tailored to and reflecting the uniqueness of public sector values. The 
PSO was developed at the University of Birmingham in the British local government 
context (Stewart 1986; Stewart and Clarke 1987) and subsequently extended to 
management in the ‘public domain’ (Stewart and Ranson 1988). Its purpose was to 
re-motivate the management of local government at a time when its responsiveness 
and legitimacy were under attack from the centre. Indeed, the PSO may be seen as 
seeking to enable local authorities to defend their market share just as Peters and 
Waterman had developed a strategy for companies to enhance their own market position. 

The PSO was influenced by the importance Peters and Waterman attached to 
quality and closeness to the customer as well as by the Swedish government's 
emphasis on ‘the public as customers ... [with] the right to demand quality of 
services’ (quoted in Stewart 1986, p. 39). Thus, the core value of the PSO is that 
services should be provided for and not to the public; that is, public services should 
be so constructed ‘that they serve their consumers’ needs, not the convenience of 
those providing them’ (National Consumer Council 1979, p. 21). Stewart and Clarke 
(1987, p. 160) identify a number of ways in which a local authority might meet their 
objective of getting closer to the public. The majority are close to those advocated 
in the private sector for enhancing customer feedback: customer satisfaction sur- 
veys, complaints procedures, market research, setting quality standards, customer 
panels to evaluate new products (services) and public attitude testing. They also 
advocate maximizing customer choice so that wherever possible customers can 
choose the service they want. In addition, bureaucratic and geographical remoteness 
are seen as barriers to getting closer to the public. Thus, the PSO’s starting point is 
essentially one of seeking to ‘improve’ management processes by making managers 
more aware of customers’ needs and preferences. 

The advocates of the PSO argue, however, that this is not merely the consumerism 
of the private sector because its ‘emphasis is both on the customer for whom the 
service is provided and on the citizen to whom the local authority is accountable’ 
(Stewart and Clarke 1987, p. 169). Placing services in the public sector necessarily 
subjects them to political processes of decision making rather than leaving them 
purely to the operation of market forces. Consequently, citizens in general as well 
as those who are consumers have an interest and legitimate involvement in deci- 
sions about such issues as the volume, quality and allocation of services. As a result, 
the PSO raises issues such as participation and accountability which have corre- 
spondingly less prominence in ‘market place consumerism’. Thus partnership with 
the public in decision making and ‘user control of activities’ (Stewart 1986, p. 41) are 
seen as natural extensions of the PSO. However, and perhaps not surprisingly in 
view of the emphasis on bringing management closer to the public rather than vice 
versa, it appears that only in a few instances has the PSO in practice led to strategies 
for transferring power to consumers, rather than learning from them (LGTB, n.d., p. 
104). More recently, however, the authors of this approach have emphasized the 
citizenship dimension within one of the key themes of user involvement: that of 
‘empowerment’ (Clarke and Stewart 1992). 
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The normalization philosophy 

Unlike the previous two approaches, the normalization philosophy is primarily 
focused on needs and outcomes for service recipients rather than the arrangements 
through which services are managed. Its originators and popularizers are academ- 
ics, professionals and development workers in the fields of health and social care 
rather than in management studies, economics or political science (see, for example, 
Wolfensberger 1972; King’s Fund 1980; Welsh Office 1983 and Towell 1988). The 
philosophy was initially applied in the British setting to provide a framework of 
values and principles which would underpin services for people with learning 
disabilities (mental handicap). However, it has since been generalized to other client 
groups and its influence is strongly reflected in the White Paper on community care 
(Secretary of State for Health et al. 1989b). 

At the core of this philosophy is an emphasis on the rights of people with health 
and social care needs to live a life as ‘close to the normal as possible’, that is to 
participate in socially valued life styles which maximize opportunities for choice, 
self-realization and independence. The single most influential advocate of this 
approach in Britain ~ the King’s Fund ‘ordinary life’ programme - elaborated this 
concept in terms of the following three principles: 


(i) Mentally handicapped people have the same human value as anyone else 
and also the same human rights. 
(ii) Living like others within the community is both a right and a need. 
(iii) Services must recognize the individuality of mentally handicapped people 
(King’s Fund 1980, p. 14). 


Four aspects of this philosophy are particularly important here. First, its concern 
to ensure that services and service delivery systems are responsive to the variety of 
individual need. Second, its emphasis on citizenship as implying a set of rights 
which extend to people with special needs, including the right to involvement in 
decisions about the life styles and choices open to them. Third, involvement in 
decision making is seen as both an end in itself and also a means to the end of 
personal growth and development. Finally, in stressing the importance of gaining 
access to ‘ordinary life styles’, it implies an increasing role for mainstream services 
such as housing, leisure, education and employment at the expense of specialized 
- and often segregated — residential and day services. 

In summary, therefore, the normalization philosophy has been important in 
underlining the rights of individuals with special needs to make choices on their 
own behalf and also to receive services sensitively tailored to their needs. As a result, 
it has been a major influence on switching the emphasis from service production to 
needs and outcomes. More particularly, it has led to definitions of quality in terms 
of users’ lifestyles rather than the characteristics of services. O’Brien (1986), for 
example, has adopted this approach in describing the five accomplishments ~ and 
thus the criteria of quality and effectiveness — which services should achieve on 
behalf of their users. These comprise: community presence; valued relationships; 
choice; competence; and respect. 
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Unlike the PSO, therefore, this approach provides a substantive set of criteria for 
judging the quality of services in terms of user needs and preferences. Its concept 
of citizenship is one of enabling people with disabilities to achieve the same rights, 
opportunities and choices as other citizens. This may ımply ‘additional help from 
communities and professional services’ (Welsh Office 1983, para. 2.1.iii) and thus a 
form of positive discrimination on their behalf. However, while normalization seeks 
to promote participation in decision making by people with disabilities and their 
representatives, it does not aim to extend such participation by ‘non-disabled’ 
citizens. 


User movements 

Organizations of service recipients, which are most strongly established in the fields 
of mental health and physical disability, use a language reflecting a different 
perception of relationships between ‘provider’ and ‘consumer’. Some, for example, 
describe themselves as ‘survivors’ of mental health services. The terms ‘consumer’ 
and ‘user’ imply an active and positive decision to engage with services whereas 
many recipients of health and social services have an involuntary and legislatively 
defined relationship to them (see for example, Barnes, Prior and Thomas 1990 and 
Fisher forthcoming). The term ‘survivor’ also highlights what they see as the 
oppressive nature of services in which professionals determine both the course of 
intervention and definitions of underlying problems (for example, Lawson 1988). 
Indeed, a challenge to such definitions may be seen by professionals as merely 
confirming the existence of mental disorder. Control of problem definition is a core 
issue for user movements involving disabled people and represents a challenge to 
the basic assumptions on which service structures are built: 


Able-bodied professionals have tended to see those problems as stemming from the 
functional limitations of the impaired individual, whereas disabled people have 
argued that they stem from the failure of physical and social environments to take 
account of the needs of particular individuals or groups. Is the problem of access 
to buildings caused by people unable to walk or by the widespread social practice 
of having steps into buildings? (Oliver 1987, p. 9). 


The nature of problem definition is crucial because from that flows decisions 
about the nature of need and service design. The user movement, therefore, consti- 
tutes a fundamental challenge to medical and social care professionals who have 
traditionally considered themselves ‘experts’ in disability. Indeed, the latter may 
find themselves displaced by alliances between people with disabilities and, for 
example, architects, planners and engineers who are able to make changes in the 
physical environment which promote mobility and independence. Services pro- 
vided by social care agencies may also become redundant as access to mainstream 
community facilities becomes more possible and, for example, leisure and educa- 
tion services supersede traditional day care. 

User movements have an explicit political dimension evident in: a definition of 
citizenship that includes involvement in the political process; in the methods used 
to obtain influence, which include lobbying and campaigning; and in the aim to 
achieve both individual and collective empowerment over all aspects of their lives. 
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In some instances, this may mean a reluctance to become involved in initiatives 
which are defined by service boundaries because this is seen both to confirm rather 
than challenge their identity as ‘service users’ and also to confine the scope of 
influence in ways pre-defined by providers (see Davis 1992). 


THE PURPOSES OF USER INVOLVEMENT 


Given the diverse ideological origins of public sector consumerism identified above, 
it is not surprising to find the term being used to describe a wide range of activities. 
These include: the provision of information to users; obtaining feedback from them 
on levels of satisfaction with current services or the desirable characteristics of 
future ones; developing partnerships with them in decision making; and enabling 
user control of both problem definition and service delivery. 

Some of these activities are led by managers and professionals and arguably 
contribute most directly to meeting needs and problems identified and defined by 
them rather than users. Others are driven by users and carers themselves. From one 
perspective, they may be seen to represent a continuum of activity from the sharing 
of information with users to the sharing or surrender of power by providers. 
Allocating activities to various positions along that continuum is, however, rela- 
tively meaningless unless we can also distinguish between their nature and purpose. 
For example, participation in decision making may have either the purpose of 
improving the decor and furnishings of a hospital /residential home or of determin- 
ing the level and location of such services compared with non-institutional forms of 
care. Similarly, information may be supplied to users about the location and nature 
of services in order to improve access. Alternatively, it may be provided to enable 
them to review performances in relation to needs which they themselves have 
identified and targets they themselves have set. 

Against that background, two broad categories of purpose may be identified: 


— those which seek to improve the quality of services by making them more 
sensitive or responsive to the needs and preferences of those who use them; 

— those which seek to empower users in decision-making about the design, 
management, delivery and review of services. 


Both Winkler (1987) and Pollitt (1988) suggest that much recent activity has only the 
first purpose and a weak version of it at that. Thus Winkler (1987, p. 1) describes 
consumerism in the mid-eighties as a ‘supermarket model’ which is about ‘customer 
relations, not patients’ rights’. She summarizes this approach as a ‘harmless version’ 
of consumerism which is about the appearance rather than the substance of change: 
‘the emphasis on the provision of more market surveys, more pieces of paper 
prepared for patients as customers, could detract from the analysis of the existing 
situation and . . . power structure . . ., (Winkler 1987, p. 2). Pollitt (1988, p. 78) takes 
a similar line in suggesting that: ‘there are at least prima ‘facie grounds for suspicion that 
many initiatives cluster at the charm school and better wallpaper end of the spectrum’. 

He also acknowledges, however, that this assessment could be a rapidly dating 
one and refers to examples where user rights have been enhanced or users have been 
otherwise empowered. The authors of a national survey of social services 
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departments, conducted in 1988, apparently give some weight to the latter point in 
their conclusion that ‘user involvement . . . is now more broadly established, it is 
beginning to be routine and it is ingrained in the operation of some agencies’ 
(Beresford and Croft 1990, p. 18). 

Moreover, the apparently more modest purpose of ‘supermarket’ or ‘charm 
school and wallpaper’ consumerism should not be too readily dismissed in what 
have frequently been paternalistic and insensitive services. As Winkler (p. 2) herself 
notes, ‘patients should not have to wait four hours to be seen for five minutes by 
doctors who do not introduce themselves’. In addition, the objectives of securing 
greater user responsiveness and promoting user empowerment should not be too 
rigidly demarcated. For example, the cumulative effect of activities which have the 
initial purpose of sensitizing service delivery to user needs and preferences may 
have the longer-term consequence of increasing user empowerment as involvement 
and influence evolve in unanticipated or unintended ways. Indeed, the transforma- 
tion of relationships between providers and users must not only start somewhere; 
it must also start at a point where implementation appears to have a reasonable 
chance of success. The sum of a series of feasible incremental changes may be 
greater than a more radical initiative which fails through over-ambition. 


THE EXPRESSION OF PREFERENCES: CHOICE, VOICE AND 
CONTROL 


Hirschman (1970) identified ‘exit’ and ‘voice’ as the two principal ways in which 
individuals could express their dissatisfaction with goods and services. The former 
implies that they are able to choose to shop elsewhere and also that alternative 
suppliers exist from whom such a choice may be made. In such circumstances, exit 
is the spur to service quality. However, this stimulus to quality may not exist in the 
field of health and social care. For example, service recipients may be involuntary 
users or alternative services may not be obtainable within the public sector. In the 
latter case — and assuming the existence of alternative suppliers — exit is unevenly 
distributed according to disposable incomes. Similarly, information and the capac- 
ity to make choices may be unevenly distributed between users, not least as a 
consequence of the conditions which lead them to need such services. Perhaps most 
fundamentally, however, choice as a means of influencing service provision is 
irrelevant to those who perceive themselves as, at best, reluctant or coerced recipi- 
ents and, at worst, damaged survivors of disabling services. 

Voice is, in principle, more widely distributed than choice since the rights of even 
involuntary users to complain about their treatment are theoretically safeguarded 
by independent tribunals and inspection arrangements. In practice, traditions of 
professional dominance and user deference are but one of many explanations for the 
lack of opportunities for users to contribute to decision making about the planning 
and delivery of services. Nonetheless, the growth of self and citizen advocacy, 
together with the establishment of organized user and carer movements, potentially 
adds to the strength of the voice option and could evolve towards degrees of user 
control Similarly, the managerialist and PSO approaches to consumerism potentially create 
a culture in which the user voice will be more actively sought out and taken into account. 
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The PSO’s emphasis on citizenship alongside consumerism implies that a wider 
range of voices have a part to play in a collective process of decision making about 
such issues as: priorities between categories of need; rationing criteria within those 
categories; and the weight to be placed on such values as equity and equal oppor- 
tunities. In recognizing the sovereignty of the citizen rather than the consumer, 
however, the PSO raises dilemmas and tensions which appear in much less pro- 
nounced forms, if at all, in the market place. These particularly relate to tensions 
between individual needs and wants, on the one hand, and representative and 
participative democracy on the other. 

In the first place, limitations on public resources rather than private means, dictate 
that not all wants can be met. The respective roles of users, providers and politicians 
in both defining needs and determining which are to be met is a problematic issue. 
How this is resolved, in part turns on the weight given to representative as opposed 
to participative forms of democracy. The latter implies moving from decision 
making by elected representatives to a greater sharing of decision making with users 
collectively and/or with local citizens as a whole, including those who are not 
currently users. To the extent, therefore, that the PSO emphasizes accountability to, 
and participation by, the public, so it represents a challenge to the power of 
managers and elected members. Consequently, it may become a vehicle for empow- 
ering users to exercise a degree of control over service planning and delivery as well 
as for making services more sensitive to their needs and preferences. 

User control is not an explicit element in the policy changes which the British 
government is currently implementing in health and social care services and which 
are principally influenced by managerial thinking (Secretary of State for Social 
Services et al. 1987; Secretary of State for Health et al. 1989a and 1989b). What is 
being offered, however, is a mix of choice and voice through the creation of quasi- 
markets and user involvement in individual assessment procedures and wider 
planning processes. Information, complaints procedures, customer care and cus- 
tomer satisfaction surveys are perhaps predictable features of this brand of consum- 
erism. More interesting, however, is the degree to which exit is being encouraged, 
albeit mediated through the choices of professionals such as GPs and care managers. 
Thus, limited and indirectly expressed exit, combined with feedback about service 
quality from individual consumers, are the main hallmarks of consumerism cur- 
rently being promoted by government policies within the managerialist tradition. 
Two indicators of the direction in which these policies subsequently evolve are (1) 
whether disabled people secure the opportunity to be their own care manager; and 
(2) whether users and carers join the mixed economy by directly providing and 
controlling their own services. 


BIRMINGHAM’S COMMUNITY CARE SPECIAL ACTION PROJECT 
- USER INVOLVEMENT IN ACTION 


The experience in Birmingham of the Special Action Project may in one sense be 
seen as a working out in practice of some of the differences and potential conflicts 
identified in the previous analysis. What began as a general commitment to enabling 
users to be more influential may provide a deeper understanding of both that value 
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position and also the practical implications of initiatives which aim to change 
relationships between providers and users. The project director, herself, suggested 
that the consumerism theme of the project had been ‘a voyage of discovery’ 
(interview transcript). In what follows we draw on our evaluation to identify issues 
emerging from that process of discovery, including the values and purposes under- 
pinning the project. First, however, we outline the range of initiatives undertaken in 
Birmingham to increase the influence of users and carers on health and social care 
services. 


Consumer research 

One of the early project activities was a survey of people with long-term mental 
health problems. This was a qualitative research project designed to enable people 
to define, in their own terms, issues of importance to them. Originally, the intention 
was to mount such surveys of all client groups, but the budget did not permit this. 
However, a similar consumer survey was conducted with people with physical 
disabilities who were users or ex-users of social welfare centres. 


User empowerment 

Following the survey of people with long-term mental health problems, two 
projects were developed which aimed to give long-term users of mental health 
services more influence over services as a whole and their own futures in particular. 
The first was a citizen advocacy project focused on people in a psychiatric hospital 
with the intention of enabling them to have a greater influence on their futures 
following the hospital’s closure. The second was a users councils project, the 
intention of which was to develop collective influence over the types of services 
available. 


Carers consultations 
A programme of public consultations with informal carers was the most high 
profile series of activities initiated by CCSAP. The carers’ consultations had three 
main purposes: 
(i) exploring the experience of service use (or non-use) and eliciting practical 
suggestions for improvement; 
(ii) exposing senior officers of the local authority and health authority to direct 
contact with carers; and 
(iii) encouraging the development of a constituency of carers. 


Consultations with users 

Separate public consultations were held with people with physical disabilities and 
people with sensory disabilities. These were one-off consultations in contrast to the 
series of consultations with carers. Consultations with small groups of people with 
learning disabilities were also undertaken as part of a review of day services. Since 
the project itself came to an end, there have been a number of initiatives to involve 
users which have built on or which derive from the original work of CCSAP (see 
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below). A further outcome has been the establishment of the “Learning from Service 
Users’ project which is not restricted to community care services and is designed to 
extend opportunities for cultural change in the authority as a whole. The project is 
being conducted in conjunction with the Local Government Management Board, 
one of the principal promoters of the public services orientation. 


Objectives of user involvement 

This programme of activities can be located not only within our own framework of 
analysis but also the objectives for, and understandings of, user involvement from 
which CCSAP evolved and which it promoted. A committee report which preceded 
the establishment of the CCSAP argued that, planning not only needed to be coor- 
dinated between local authority departments and the NHS but that: ‘The users also 
need their voice heard in planning and developing the services and it is proposed 
that a better means of consulting them should be found’ (Report to Finance and 
Management Committee and to Social Services Committee, July 1986). A later report 
included amongst the objectives for what was to become CCSAP: ‘enabling users to 
influence the development of services.’ This was re-iterated in the project principles 
which were adopted to guide the various initiatives which CCSAP subsequently 
developed: 


People who have special needs because they are elderly, have a mental handicap, 
mental illness or a physical disability, should be valued as full citizens with both 
rights and responsibilities. They are entitled to be consulted and to have an 
opportunity to influence the pattern of services, on which they depend, to meet 
their individual and changing needs (Project Journal 1987). 


This statement reflects the key principles of normalization and locates CCSAP firmly 
within that tradition. Other purposes were also identified by the project director: 


The aim is the development of a shared culture based on explicit values of 
citizenship which is tested by a range of means for consumer empowerment 
Jowell 1988). 


We were never talking about user control, but about making possible more 
sensitive services. The project was much more a model of organisational devel- 
opment for more sensitivity. It was about partnership; consultation in ways that 
could improve the service. It’s important to recognise and deal with differences 
between user control and increased input (cited in Croft and Beresford 1990). 


Thus, the key terms emerging from the early statements of CCSAP’s concern with 
user involvement were: voice, consultation and influence. References to users of 
community care services as ‘citizens’ also appear, and the project director’s view 
that ‘user control’ was not the aim was shared by many of those most centrally 
involved in the project. The project itself was both located in a service-providing 
agency and managed by providers. Users were not directly represented in the 
bodies responsible for overseeing the project. Benefits to users were generally 
described in terms of the increasing sensitivity of services which would come about 
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as a result of influence being exercised through the expression of voice. The project 
principles, containing statements about sensitivity to individual needs did, how- 
ever, imply developing opportunities to exercise choice among a wider range of 
statutory services (but objectives did not include extending the range of service 
providers within the independent sector). 


THE EXPRESSION OF VOICE 


In terms of our preceding analysis, therefore, CCSAP’s principal objective was to 
explore users’ preferences and enable them to exert influence through the expres- 
sion of ‘voice’. We found that the concept of ‘voice’ or ‘having your say’ was well 
recognized by people who use services though their experience was not always 
positive, as the following extracts from interviews with carers who attended consul- 
tations demonstrate: 


I would have my say as I saw it... and I think there are quite a few who are of 
the same view, but it’s always a case of: will we make trouble or what will 
happen. Will you just be stirring things. 


I don’t think it makes any difference because the powers at the top have just 
made decisions and I don’t think the little voice crying in the wilderness makes 
any difference. 


These comments illustrate that (1) providers need to interpret voice as something 
from which they can learn, and (2) users need to be convinced that they will not be 
perceived as trouble makers and suffer reduced services as a result of exercising 
their right to voice. They are also indicative of the need for changes in attitudes and 
behaviours of both providers and users if voice is to be an effective form of 
influence. In addition the second quote suggests that voice without power may be 
an empty concept. 

In the case of the carers’ consultations, carers were brought together with each 
other and with providers, so that their voices could be heard directly by senior 
managers who rarely encountered users of their services in their day-to-day work- 
ing life (Barnes and Wistow 1992a). The underpinning belief of this initiative was 
that ordinary human contact would improve understanding, increase sensitivity 
and produce a commitment to change in those who had the power to bring it about. 
This approach has parallels with the exhortation to ‘get closer to the customer’ 
contained within the managerialist and public service orientation approaches. For 
CCSAP, however, it was not just a question of enabling users to have their say, but 
of identifying who needed to be there to hear. Moreover, whilst the broad agenda 
for the discussions was defined by the providers who set up the consultations, the 
scope of the agenda and the structure of the meetings were sufficiently flexible for 
many of the carers attending to take advantage of the opportunity offered to define 
the issues they wanted to talk about. 

By contrast, users’ voices are heard indirectly through the medium of consumer 
research. Their words are subject to analysis, categorization and selection by 
the researchers and may, indeed, be more often read than heard. It is also the 
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researchers who select whose voices will be listened to, rather than inviting the users 
themselves to decide if they want to have their say. One result of this may be that 
a more representative group of users are involved. Usually, those selected for 
interview will be listened to individually rather than as a group. However, whilst 
all questions may not be predefined, the interviewer is more in control of setting the 
agenda for discussion than the leader of a group consultation exercise. 

Significantly, control of the consultation process by able-bodied ‘experts’ 
prompted the local disability rights group to oppose the research undertaken with 
users of social welfare centres in Birmingham. Given the relative strength of the user 
movement in the physical disability field, such a reaction was understandable. 
Indeed, it was a factor which led the project director to suggest that not only might 
user control be a legitimate objective for this group but that the extent to which user- 
controlled services existed in this field might be an indication of the project’s long- 
term success. 

In contrast, a deliberate decision to keep providers at arms length was taken in 
relation to the management of the citizen advocacy and users’ councils projects 
which aimed to give a voice to users of mental health services. Amongst the aims 
of the users’ councils were the following: ‘To encourage the users to voice their 
views and opinions on the service they receive’, and “To increase the sense of 
control/influence users have over their lives’. These aims specify control over 
individuals’ own lives rather than control over services. Indeed, our evidence 
suggests that such an emphasis may be consistent with users’ wishes. Interviews 
with users indicated that they were more concerned with re-ordering their own lives 
than valuing involvement in users councils as an end in itself. We return to this issue 
in the concluding section. Critical to the ability of users of mental health services to 
exercise control of their lives is their capacity not to be controlled by the medication 
they receive. As MacLennan (1989) has observed: ‘The numbers of clients who 
viewed medication as a chemical straitjacket is disconcerting. “Who”, they ask, 
"is the medication for? For my health? Or the convenience and comfort of those 
around me?”’ 

In raising this issue, users are directly challenging professional power. Decisions 
about medication are traditionally seen to be within the realm of clinical judgement 
and open to challenge by a professional peer only in particular circumstances 
(second opinion procedures under the 1983 Mental Health Act). There is little 
evidence so far that the expression of such views (which are widely heard from 
users of mental health services both individually and collectively) has had any 
influence on psychiatrists not already sympathetic to them (East Sussex County 
Council, Brighton Health Authority, MIND, 1988). Indeed, when a report on the 
Birmingham user councils was discussed with service providers, psychiatrists were 
conspicuous by their absence. During interview, one of them referred to users’ 
comments about medication as ‘naive’ because they were not based on a profes- 
sional understanding of chemical treatments. 

The same psychiatrist also suggested that the impact of the user councils could be 
stronger if they were linked to other groups such as the community health council 
and if they had more administrative and research resources at their disposal. 
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CCSAP had deliberately distanced itself from the management of this project so that 
service providers’ agendas would not predominate. However, one unintended 
consequence of this decision was that links with senior decision makers were less 
well developed than in the case of the carers programme with the risk that it was 
more difficult to influence decision making and practice. 

As well as considering how voices were expressed through CCSAP, it is also 
important to look at who had the opportunity to express their voice. We noted that 
consultations with carers achieved a higher profile than CCSAP’s other initiatives 
and it is probable that carers’ voices were heard in greater number and more directly 
than those of direct service users. This balance of respective influences inevitably 
had implications for the type of issues placed on service development agendas. 
Carers may be effective advocates for those for whom they care. However, if the 
voices of both groups are not sought out, there remains a danger that the relative 
powerlessness of direct users may be reinforced. Our analysis has also highlighted 
the importance of distinguishing between the identification of people as potential 
recipients of services, and the larger number of citizens to whom those services are 
accountable. An uncritical acceptance of the expression of users’ wishes ignores the 
interests of potential or future users, whose decisions to become users of services 
will be influenced, in part, by the nature of what is available. It also ignores the 
interests of citizens as a whole in the nature and value base of publicly funded and 
accountable services. The latter issue finds few, if any, echoes in the managerialist 
approach to consumerism. Nor is it central to the normalization approach. 

CCSAP’s concern, however, was that attention would be diverted away from the 
interests of people with long-term disabilities if the wider interests of citizens were 
included within the remit of the project. In adopting this position, it was reflecting 
the normalization philosophy’s emphasis on positive action on behalf of disabled 
people, rather than creating opportunities for citizens in general to influence com- 
munity care services. However, and in contradiction with the normalization aim of 
community integration, a possible consequence is that ‘service users’ continue to be 
seen as separate, ‘different’ and disadvantaged groups of people compared with 
other citizens. In addition, public support for high quality services which enable 
people with special needs to exercise their full rights and responsibilities as citizens 
is not explicitly promoted. 


OUTCOMES OF INVOLVEMENT 


CCSAP’s key purpose in enabling greater involvement by users, and more especially 
carers, was to assist the development of statutory services which were experienced 
as more sensitive to their needs. Improvements in service responsiveness can be 
seen to have benefits for both providers and users. For providers, particularly in a 
mixed economy, user satisfaction with services may assist their survival. But com- 
mon sense would also suggest that there are satisfactions for providers in delivering 
services which provide positive experiences for users. This is especially the case in 
health and welfare services which depend heavily on the quality of relationships 
between users, carers and providers. Responses from some users involved in CCSAP 
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initiatives suggest that it is dissatisfaction with services which motivates involve- 
ment. If the services they receive meet their needs in a sensitive way, control in itself 
may not be something they would wish to seek and choice may also be less 
significant. Through our study of CCSAP we have obtained some evidence of the 
frustration which can result when continued involvement is not seen to lead to 
change in service provision. Whether this in turn leads to increasing alienation, or 
to demands for control rather than voice, would need further exploration. 

In addition to the aim of generating identifiable service developments, CCSAP also 
came to be seen as a model for the achievement of cultural change within service 
providing organizations. (See Barnes and Wistow 1992b for a description of CCSAP 
as an agent for achieving lasting change.) The development of user-centred services 
was seen to imply a radical change in service culture and hence to necessitate what ` 
might be considered changes in process as well as changes in outcomes. In this 
context, four types of outcome may be identified: 


(i) improvements to existing services; 
(ii) developments of new types of service; 
(iii) re-defining ‘problems’ and who has a role to play in responding to them, 
and 
(iv) the continuation and development of means by which users can exert 
influence on decision making. 


Improvements to existing services 

Many areas for improvement to services were identified through the process of 
consultation with carers. These ranged from immediate concerns, such as the 
cancellation or delay of transport to day centres, to the failure of service providers 
to anticipate or respond to carers’ underlying distress about who will take on the 
provision of care after their death. Many of these concerns could be positively 
characterized as consumerist concerns with service quality. Others reflect the impor- 
tance of establishing relationships between providers and users of services which 
are based on partnership, and in which users feel able to exert some influence in 
their day-to-day experience of service use. A commitment was made to respond to 
11 key issues identified in the carers’ consultations. Some change was achieved 
during the research period, although slow progress was a source of frustration to 
carers’ representatives. As the research drew to an end, mechanisms for pursuing 
action were still in place although the action point agenda had been reduced, and 
in some cases, redefined. 


New types of service 

Consultations with people with physical, sensory and learning disabilities identified 
a need for better access to training and employment opportunities. Consequently, 
a unit within the Economic Development Department was created to work with 
both service providers and local employers to improve employment opportunities 
for people with disabilities. In addition, day services staff are increasingly con- 
cerned to identify opportunities for leisure, training and employment within the 
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community, rather than providing a traditional centre-based service. Additional 
staff have been appointed with this specific remit. Neither development can trace its 
origins solely to CCSAP, but both received ‘moral support’ and some financial input 
as a result of CCSAP’s promotion of service developments which could be demon- 
strated to be in line with the principles of normalization, and which are a response 
to user preferences. 


New definitions of problems 

Both developments referred to above reflect a broadening of the perception of what 
community care ‘means’, In particular, the latter reflects a strong concern to enable 
users to participate in ‘ordinary’ lifestyles not least by using ‘mainstream’ services 
open to the general population rather than the segregated provision historically at 
the core of health and social care systems. Another outcome reflects a growing 
awareness that problems may reside not so much within disabled individuals, as 
within a disabling environment (see Oliver 1987). Accordingly, the Central Execu- 
tive Department convened a Mobility Task Group, consisting of architects, engi- 
neers, planners, the manager of social services transport services, a disabled woman 
and the mother of a mentally and physically disabled daughter. Its task was the 
improvement of physical access and transport services for disabled people within 
the city, recognizing that the community must be accessible to such people if they 
are to live successfully within it. That principle has been accepted and major 
building development within the city centres are starting to put it into practice. It is 
currently less certain that CCSAP’s initiatives had much impact on problem defini- 
tion in the sphere of mental health. More appears to be at stake in challenging 
medical definitions of mental illness than in reformulating understandings of dis- 
ability in terms of the disabling effects of environments. 


The continuation and development of means by which users can exert 
influence on decision making 

If cultural change is seen to be inextricably linked with opening up services to 
influence by their users, then the process must be a continuing one. There is a 
number of ways in which user involvement has continued to be developed in 
Birmingham including: 


— the support of a developing mental health user movement in the context of a 
strategic review of mental health services which was planned by CCSAP but 
took place after the project had formally come to an end; 

— Carers Panels, initially established as part of our research to enable carers to 
participate in monitoring outcomes of the consultations, which have outlasted 
the research and, in one context, are playing a role in ‘controlling’ service 
developments; 

— the potential involvement of users and carers alongside inspectors in the new 
Social Services Registration and Inspection Unit, assisted by the use of a 
quality checklist developed with the Carers Panels; 

— the involvement of a disabled woman and a carer as members of the Mobility 
Task Group; and 
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— consultations and surveys involving both users and carers to obtain views 
about the NHS and Community Care Act. 


As the means of involving users evolve, their purposes are, in some circum- 
stances, becoming more clearly defined and more specific. Differences in priorities 
are starting to become evident and the point at which influence cannot be exercised 
without a greater degree of power or control passing to users starts to become 
clearer. The experience of the Mobility Task Group provides one example of this 
developing process. The group convenor reported a degree of officer concern that 
users’ emphasis on giving priority to immediate practical issues, might divert the 
group from the more strategic purpose which its original terms of reference had 
suggested. A similar difference in emphasis has been evident from carers involved 
in the carers panels and officers involved in the group responsible for developing 
action in response to issues raised during the consultations. Carers have continued 
to be concerned about the resolution of immediate service deficiencies: the late 
arrival of day centre transport and the irregularity of the supply of incontinence 
pads, for example. The officer group has concentrated more on mechanisms for 
achieving change and has found it less easy to ensure specific actions dealing with 
these specific concerns. 

It is clear that CCSAP’s core principles of encouraging user involvement within the 
context of corporate responsibility for community care have taken on a life of their 
own beyond the end of the project itself. As the principles are applied in different 
circumstances and contexts, and as users and carers become more sophisticated and 
more experienced participants, some tensions are starting to emerge. Staff are 
having to learn what the new types of relationship mean in practice, in ways which 
go beyond the models provided during CCSAP’s lifetime. Concepts such as partner- 
ship, control and empowerment, at both individual and collective level, are starting 
to emerge as potentially more useful ways of understanding influence rather than the 
expression of preference through voice and choice. (Barnes and Wistow 1993) 


CONCLUSION 


In approaching the evaluation of CCSAP, a conceptual framework was developed to 
help clarify the project’s ideological base, its objectives and the form(s) of involve- 
ment it promoted. As with many other innovatory, leading edge practice develop- 
ments, the user involvement initiatives of CCSAP were developed without explicit 
reference to conceptual or ideological frameworks. Understandably, the emphasis 
was on action and on learning what ‘worked’ in practice. The project was also 
pragmatic in recognizing the constraints created by the prevailing political culture 
on the kinds of ‘consumerism’ thought to be feasible in a particular time and place. 
At the same time, its origins in the particular policy context of health and social care 
contributed to the dominant influence being an approach to consumerism based on 
concerns about involving people with disabilities in decision making about commu- 
nity care, and somewhat less emphasis on wider citizen participation in such 
processes. 
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Thus, its value base corresponded most closely to that prescribed by the philoso- 
phy of normalization. Its focus was on learning from people with disabilities — and 
more particularly their carers — and otherwise enabling them to participate in 
mainstream services and opportunities for ordinary living, including decisions 
about their personal futures. It sought to make users and carers more influential by 
giving them a voice and, thereby, to improve the sensitivity of services to individual 
needs. CCSAP also influenced the development of alternative forms of service within 
the local authority and contributed towards a redefinition of community care as a 
corporate or ‘whole authority’ responsibility. As a result, some users can exercise 
more choice. Other outcomes include improved information about services and an 
attempt to provide a structure to assist carers to choose respite care services. Both 
potentially enhance choice, but without significantly increasing the range of care 
providers. Influence exerted through exit remains limited, therefore, and was not an 
intended objective. User control of services was not a declared aim and there is no 
evidence of control of particular services passing into the hands of users. The 
increased contribution to community care by departments other than social services 
indicate the importance of extending choice through the framework of the local 
authority's wider responsibilities rather than restricting such choice to a wider range 
of social care providers. 

The data we have collected is enabling us to draw some conclusions about what 
it is that people want from ‘having their say’ about services. The evidence suggests 
that carers at least may be less concerned with cultural change than practical 
improvements to services such as ensuring that transport runs on time. It may be 
that a willingness on the part of providers to give priority to achieving such basic 
improvements in service quality would in itself be an indication of cultural change. 
However, our evidence so far suggests that the current priority, at least of carers in 
Birmingham, is consistent with the CCSAP objective of improving service sensitivity. 
While this may lead to a sense of empowerment through a greater degree of control 
over their own lives, the indications are that the objectives of most do not extend to 
user control. Empowerment as control by users and carers over decision making 
and service delivery mechanisms implies time-consuming and energy-sapping de- 
mands in what are already frequently over-demanding lives. Responsive, high 
quality services are the more immediate priority for carers in order to make such 
day-to-day demands more manageable. Whether these emerging impressions will 
be borne out as longer term experience of involvement becomes available remains 
to be established. 

CCSAP’s rallying cry of ‘Think big, act small’, may also be an accurate analysis of 
how change has to be achieved within the complex cultures of health and social 
services organizations. Incremental change rather than radical reform may be all 
that is possible. At what stage such incremental changes add up to something that 
can accurately be described as ‘cultural change’ is unclear, not least because expe- 
riences of user involvement are changing all the while and what appears radical at 
one stage is unexceptional at the next. The achievement of ‘cultural change’ is also 
complicated by the existence of different managerial, professional and political 
cultures in health and social care systems. Change within the managerial culture of 
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a health or local authority may not be accompanied by change in the professional 
culture of direct service providers. The political culture of the local authority may 
prove to be a further constraint on change as was perceived to be the case in 
Birmingham. 

Change within the political culture was not given priority by CCSAP. In contrast 
with initiatives to decentralize power in local government through, for example, 
Neighbourhood Councils, the pre-existing balance between representative and 
participative democracy was accepted as given. Thus, the project concentrated on 
feedback and consultation to achieve the objective of improving both the quality of 
services for carers or people with disabilities, and also their sense of personal 
empowerment. Such an approach is compatible with indications emerging from our 
data that carers, in particular, may attach more importance to the delivery of high 
quality, responsive services than to being directly involved in decisions about their 
overall management and delivery. At the same time, however, the experience of the 
user movement suggests that at least some user groups may not have this perspec- 
tive. These considerations suggest that we are still a long way from understanding 
the extent to which most users and carers see involvement as a means to an end, or 
an end in itself. 

We began this article by arguing the need to recognize that different ‘brands’ of 
consumerism were currently being promoted in the public sector. An analytical 
framework was developed to assist in differentiating between those approaches 
and, thereby, to understand the various interests and purposes which they seek to 
serve. That framework has proved helpful in locating and making explicit the nature 
and implications of the user involvement initiatives undertaken in Birmingham by 
CCSAP. 

It may prove to be of further value elsewhere in facilitating the design of coherent 
strategies for such involvement. In those contexts, it is undoubtedly important to 
understand that a diverse range of values and interests underly the apparently 
broad acceptance of the need to extend ‘consumerism’ in health and social care 
services. Which values and whose interests are to be maximized can be built into 
such strategies either implicitly or explicitly. Choices which are made implicitly may 
lead to frustrated expectations or unresolved conflicts. How far such matters are 
appreciated in the current enthusiasm for consumerism is to be doubted. 

Even more fundamental, however, is the importance of clarifying the needs and 
wishes of users and carers in relation to user involvement and, more particularly, 
whether they see involvement as an end in itself or as a means to the end of 
developing more sensitive services. Given that the delivery of health and social care 
services is generally achieved through inter-personal relationships, users and carers 
have a direct interest in the quality and sensitivity of those relationships. How far 
that interest extends to a desire for direct involvement and influence in overall 
decision making about service delivery systems should perhaps be established 
rather than assumed. These considerations suggest that no framework for develop- 
ing user involvement will be complete unless it includes the identification of what 
users and carers expect and want from such involvement no less than from any 
other aspect of their relationship to publicly funded services. 
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Compulsory competitive tendering (CCT) has been an important instrument of Conserva- 
tive government economic policy since 1979. Its effectiveness in generating cost-effective 
services depends on competition to supply the service in question. 

The NHS domestic market is large and, prior to the introduction of CCT, promised to 
be profitable for contractors. Many contract cleaners with office cleaning experience 
entered. In the event the costs of entry were heavy, and the profit margins of established 
firms were reduced. When contracts have been awarded to firms, they tended to be to 
those with a track record. Many firms therefore withdrew; and the few that remained have 
profit margins in the NHS little different from those found elsewhere. Of more than fifty 
firms with a serious interest in entry, probably no more than a handful can have come out 
of the experience in net profit in the first seven years. 

The experience of CCT in the market for NHS domestic services has shown that a degree 
of competition in the market can be achieved, arguably because of the presence of direct 
service organizations. Competition for this market, on the other hand, can be limited by 
the high costs of entry. 


I INTRODUCTION 


Since 1979 the Conservative governments have extended the range of publicly 
funded services covered by compulsory competitive tendering (CCT). Generally, the 
services covered are hotel-type support services - such as domestic, catering, 
laundry, portering and security — and maintenance. Lately there have been moves 
to include white-collar jobs too. Most publicly funded bodies have been affected, by 
the use of administrative as well as statutory measures such as the Local Govern- 
ment Planning and Land Act, 1980, and the Local Government Act, 1988. Central 
government departments are covered (Hayhoe 1985), the national health service 
(NHS), and local government. 
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Various assessments of the implementation of CCT have been made, and most 
tend to focus on the impact on client groups, such as health authorities. For example, 
estimates have been made of the costs saved (Hall 1984; Domberger et al. 1987; NAO 
1987; Walsh 1991; and Milne and McGee 1992). There has also been keen interest on 
the quality of the service provided — as measured by ‘contract failure’ - and on the 
wages and conditions of service of staff employed (Sheffield City Council 1988; 
McGregor 1990; and PSPRU 1992). 

There has been much less analysis of the experience of contractors. Although CCT 
has been cast in terms of testing the efficiency of existing direct service organiza- 
tions, past experience points to its contribution towards making financial savings to 
the Exchequer. Studies, comparing the cost savings from putting different services 
out to tender, suggest that the extent of that competition can vary considerably (NAO 
1987; Walsh 1991; and Milne and McGee 1992). 

In this study the extent of competition in one particular market, NHS domestic 
services, is examined. This market is chosen for three reasons. First, domestic/ 
cleaning is one service which has been put out to tender throughout the public 
sector: central government departments, local government and the NHS. Second, 
more than most other industrial groups, contract cleaners have benefited from CCT 
in terms of enlarging the market for their services (NAO 1987; Painter 1991; and 
Milne 1992). And third, probably more than in other markets, there is detailed 
information on the intentions as well as on the performance of firms. 

The detail refers to one market, but the purpose is to provide some general insights 
into the experience of contractors entering markets where competitive tendering 
has been made mandatory. An historical approach is taken, looking at the market 
prior to CCT, the first few years of CCT, and the period after that. First, however, 
the economic basis for contracting out is examined. It goes without saying, that CCT 
only makes sense and will be a realizable policy if the contracting out can be an 
efficient option. 


Il THE ECONOMICS OF CONTRACTING OUT 


Economic theory is rich in explanations (and predictions) about which activities 
should be conducted within the firm and which outside it. In the jargon of econom- 
ics these are respectively described as ‘vertical integration’ using ‘direct service 
organizations’, and ‘market decentralization’ using contractors. All explanations 
have ‘efficiency’ as the over-riding concern, where efficiency is taken to mean 
output of some given quality produced at minimum cost. 

This focus on efficiency is appropriate in the case of CCT. For example, when CCT 
was introduced in the NHS for domestic, catering and laundry services, health 
authorities were, and still are expected to limit invitations to tender to technically 
competent firms and to award contracts to the lowest bidder unless there were 
‘compelling reasons’ for doing otherwise. The economic insights given below are 
generally applicable. However, to make them rather more concrete and their appli- 
cability more transparent, the hypothetical firm is expressed as Hospital A, and the 
hypothetical activity under consideration is the composite, hotel services, or one or 
more of its several elements domestic, catering and laundry services. 
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Economies of scale 

Economies of scale in the production of, say, domestic services means that the unit 
cost of its production falls with output. If the potential for economies of scale is 
realized within the scale of Hospital A, then vertical integration may be as efficient 
as market decentralization. In the case of hospital domestic services vertical integra- 
tion is probably as efficient. Thus most of the resources (mainly staff) used realized 
their potential for economies of scale within the hospital. There may, however, be 
the potential for further economies of scale beyond the individual hospital for the 
day-to-day management of the contract and for support services which would 
handle the recruitment, training and payment of staff. If, on the other hand, the 
potential for economies of scale needs a larger scale of production to be fully 
realized, then market decentralization promises greater efficiency. Laundry services 
are relevant in this context; so also arguably is catering, with the introduction of 
central production units during the 1980s. However, economies of scale have not 
necessarily led to the employment of commercial laundries and contract caterers by 
the NHS. Instead it has been common for district health authorities, acting either 
jointly or independently, to exploit the potential economies of scale by using 
facilities of their own. 


Economies of scope 

This concept recognizes that certain activities are complementary in production, and 
that increasing the range of activities under consideration may reduce overall unit 
costs. In contrast to economies of scale, which indicates market decentralization, 
economies of scope indicates vertical integration. 

Domestic, catering and laundry services would seem open to economies of scope 
within the context of hospital services. Consider, for example, the complementarity 
of domestic services and catering. Catering involves the preparation of meals, their 
transport to wards and their distribution to patients. The meals might be plated or 
not, and be distributed by ward orderlies who might also perform domestic func- 
tions. This possibility of joint production plus the use of flexible rosters can raise the 
productivity of ward orderlies and so reduce the cost of providing the service 
jointly. 

When CCT was introduced in the NHS it was customary to put individual compo- 
nents, such as domestic services, out to tender. Contractors had to tender for these 
separate elements against direct service organizations which would tender to the 
same contract specifications, but in the context of a hotel services framework. It is 
little wonder that direct service organizations won so many contracts. More re- 
cently, as contractors have gained experience of the NHS market and as multi-service 
hotel-type/site contracts become more common, the potential for economies of 
scope will be realized by direct service organizations and contractors alike. 


Competition 

The presence of competition is generally recognized as an incentive to efficiency: 
certainly when compared with its absence. In recent years economists have tended 
to emphasize the distinction between competition in a market and competition for 
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a market. Competition in a market exists when there are several firms in a market 
and they do not act collusively. Competition for a market may exist even when there 
is only one firm in the market, but entry by other firms is considered a serious 
possibility. Either form of competition is regarded as an incentive to efficiency. 

Competition in a market depends on the extent of economies of scale and 
economies of scope, discussed above, and on the presence or absence of collusion. 
Collusion is most likely to be present when the number of suppliers is small and the 
costs of entry are large. As I show later, the costs of entry can be large and, recently, 
the number of commercial contractors in the market for NHS hospital domestic 
services has become quite small. Normal practice in this market is for contractors to 
be invited to attend the pre-tender meeting and those interested in tendering are 
thus identified. Further, the contractors’ representatives tend to know each other 
well; and there is a real possibility that collusion could take place. However, serious 
attempts at collusion are likely to be frustrated because contractors, in most cases, 
still have to compete against the direct service organizations keen to retain their 
contracts. Even after several years of CCT, the overwhelming proportion of contracts 
are still held by direct service organizations. 

Competition for a market is influenced in a completely different way: in particu- 
lar, it depends on the costs of entry and, further, whether the costs of entry can be 
recovered if entry is unsuccessful. One group of factors which can limit competition 
this way is where entry involves ‘specific’ investment and there are ‘sunk costs’ 
associated with it. These terms need explanation. 

The term ‘investment’ refers to any resource which gives a stream of benefits over 
a sustained period. Included are not only financial assets and physical assets such 
as buildings or machinery, but human assets such as staff experience. 

Reve (1990, p. 140) identifies four ways in which investment might be ‘specific’, 
and gives the following examples: 


1. Site: resource immobility 

2. Physical asset: technological advantages 
3. Human asset: know-how advantages 

4. Dedicated assets: specialized investments 


The significance of asset specificity is the ‘sunk costs’ associated with it. For 
example, suppose laundry plant at Hospital A costs £1m to purchase and install, but 
subsequently has a value in alternative use of only £100,000. The loss in value could 
have several elements: there would be the initial cost of installation and then the 
subsequent cost of adaptation to an alternative site and/or use if entry proved 
unsuccessful. In this example the sunk costs are £900,000 (= £1m - £100,000). 
Contractors would hesitate before entering a market whose sunk costs were this 
large unless they had some guarantee of winning the contract. But the very act of 
health authorities offering that guarantee forfeits the opportunity of competition in 
that particular market. 

All three NHS hotel services - domestic, catering, as well as laundries — use 
resources which have some specificity. For example, all three involve site specificity 
in respect of (some of) the staff employed. The cleaning is done at Hospital A, as is 
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the serving of meals and the distribution of laundry. However, the potential prob- 
lem of resource immobility can be largely resolved by re-employing staff when 
contracts change hands from one supplier to another. This has been quite a common 
practice. 

All three services also require a certain know-how — so-called human asset 
specificity. For example, domestic services must address the problem of cross- 
infection, caterers must provide special diets for some patients; and launderers must 
cope with foul and infected linen and address a mixture of laundry including theatre 
‘greens’. Again, however, human asset specificity need not be a barrier to entry: 
experienced managers can be recruited, from the NHS if not from other contractors. 
Know-how can be site specific too; and, for this reason alone, it is often in the 
contractor's interest to retain staff when the contract changes hands. 

Finally, catering and laundry services require dedicated assets which have signifi- 
cant sunk costs once installed. However, Vickers and Yarrow (1988, pp.112-3) have 
shown that sunk costs need not be a barrier to entry if the costs of transferring 
ownership, or some other form of access to their use, are small. The transfer of staff 
— with service and site specific know-how - when contracts change hands has 
already been mentioned. In the NHS this condition has usually been satisfied for 
physical assets as well, largely by health authorities owning the kitchens and laun- 
dries. With the introduction of capital charges since the financial year 1991-2, 
contractors may expect to lease plant from health authorities on much the same 
basis as direct service organizations. 

Sunk costs are not the only group of factors to limit competition for the market. 
Another factor is the ‘information advantage’ incumbents have, compared to other 
potential suppliers, in respect of the cost of supplying the activity to Hospital A. If 
the contract is awarded to another, on the basis of price, then it is more likely to run 
at a loss than if it had been retained by the incumbent. It is not important to the 
argument whether the incumbent is a direct service organization or a contractor. If 
the contract is for three years, as it usually has been, then the losses could be 
substantial. The fear of this ‘winner’s curse’ may discourage competition for the 
contract. Firms, nevertheless, seriously intent on entering the market would be 
willing to risk a loss the first time round as part of the cost of entering the market. 


Uncertainty, opportunism and monitoring 

The absence of competition does not itself create inefficient production; rather it is 
its conjunction with uncertainty and ‘opportunism’. ‘Opportunism’ is a term used 
by Williamson (1971 and 1979) which might be defined as ‘self-interest seeking with 
guile’. It is not important to my explanation what form it takes. It may be a quiet 
life, or some variant of conspicuous production — such as high capacity cars for 
senior staff. What is important to the explanation is that opportunism is not 
conducive to efficiency without the external discipline of competition, or some other 
device for monitoring performance. Uncertainty makes monitoring difficult and 
allows scope for opportunism to take effect. Uncertainty arises, for example, when 
contracts are incomplete, in the sense that all contingencies are not covered by the 
contract’s terms and specifications. 
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Contracts are most incomplete when activities are first put out to tender. Experi- 
ence reduces uncertainty, but it cannot be entirely eliminated. For example, NHS 
hotel service contracts have usually been for three years. Some uncertainty for 
contracts this long can be reduced by the use of variation clauses, such as indexation 
for price and wage inflation. But many variations require a degree of negotiation. 
Parties to the negotiation are unlikely to be equally well-informed. 

Insofar as Hospital A is the exploited party in negotiations, its interests might be 
better served by employing a direct service organization. The advantage to Hospital 
A of a direct service organization is that it is easier to monitor. It may, however, be 
less easy to control, especially if those employed face no prospect of the service 
being put out to tender. 


Conclusions 

Competition in the market for NHS hotel services depends on the size of the market 
considered: hospital, district or supra-district. Economies of scale and scope allow 
several firms to co-exist in the larger markets. The risk of collusion, which would 
reduce the competition between them, is greatly reduced by the presence of direct 
service organizations determined to retain contracts and win those previously lost. 
Achieving competition for the market, on the other hand, is more problematic. There 
are likely to be costs of entry, despite the various arrangements that may be 
introduced to reduce them. 

These insights are now applied to the market for NHS domestic services. The 
experience of contractors is documented and, using the analysis of this section, it is 
hoped to assess the extent of competition in and for this market. Included in the 
documentation is the number and size of firms in this market, their success in 
winning contracts, and their profitability. An historical approach is used, dividing 
the rest of this study into four consecutive periods: the first is the period before 
market testing for this service became mandatory. 


I LIFE BEFORE CCT - PRE-1984 


The circulars, formally requiring health authorities and boards to put their domestic 
(and catering and laundry) services out to tender, were issued in September 1983 by 
each of the various United Kingdom Health Departments. Contract cleaners were 
already in the NHS market. The statutory accounts for the financial year 1982-3 
indicate their presence in all 192 district health authorities in England, and in Wales, 
taken as a whole. The scale of their presence was, however, generally modest. In 
England £8.3m was spent on contractors out of a total of £422m, i.e., 2.0 per cent. 
In Wales the corresponding proportion was 0.7 per cent. In individual district health 
authorities the totals paid to contractors rarely exceeded £30,000, and sums of less 
than £10,000 were quite common (Hansard, 19 December 1983). These modest 
contracts — when districts usually spent more than £1m on cleaning’— suggest that 
they were for office cleaning, at the district's offices for example, or window 
cleaning. The cleaning of hospitals was done by direct service organizations. 
There were exceptions to this general picture. At a few districts — generally but not 
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exclusively in the South East of England - contractors had much larger contracts. 
Figures of £200,000, £400,000, and even as high as £700,000, for individual district 
health authorities can be identified, and represented a significant fraction of that 
district’s expenditure on cleaning. In these districts contractors were clearly respon- 
sible for cleaning hospitals. 

It has not been easy to trace companies with hospital cleaning contracts before 
September 1983. The best known by far was Crothall Ltd. This was incorporated in 
1961, and shortly afterwards won cleaning contracts at two major hospitals in 
Oxford — the Radcliffe Infirmary and Nuffield Orthopaedic Hospital — and another 
contract at a major hospital in London — the Maudsley Hospital. The number of 
contracts quickly grew and by the early 1970s it claimed to have some sixty. In the 
year-ended January 1983 it had a turnover of £5.4m — the major part of the 
contractors’ total in England of £8.3m at that time. 

The first contracts won by Crothall were of the type now familiar to us: domestic 
staff, supervisors and management were all employed by Crothall. These staff 
enjoyed at least the same pay and conditions of services as their NHS counterparts, 
a requirement of the Fair Wages Resolution then in force. There was no way, 
therefore, that contracting out was an economy measure at that time: quite possibly, 
instead, it enabled the NHS to get round nationally negotiated wages and recruit staff 
in high wage labour markets. Crothall, however, had another advantage to offer: it 
was already an established hospital contract cleaner in New Zealand. In this early 
period health authorities were not required to put domestic services out to tender 
and, with Crothall as the clear market leader, the contracts it was awarded were 
generally negotiated and renewed on an annual basis. 

Crothall is now better remembered for its management contracts, with the domes- 
tic staff and supervisors employed by the NHS. This change came about with the 
introduction of the Selective Employment Tax in September 1966, a tax designed to 
shift labour away from service industries into manufacturing. The device used was 
a surcharge on the employer’s National Insurance contribution which, in the case of 
manufacturing and some other exceptional cases, was refunded. Contract cleaners, 
of course, were not exempt: the NHS, on the other hand, apparently was. By 
transferring staff from being the employees of Crothall to those of the NHS, the tax 
could be avoided for these staff; and Management contracts was the solution 
adopted. The Selective Employment Tax was short-lived. However, it, and the co- 
existing purchase tax, were replaced by the Value Added Tax (VAT) introduced in 
the financial year 1973-4 at the rate of 10 per cent. Again, by employing the staff 
directly rather than through the contractors, health authorities were able to avoid 
this tax. VAT was avoidable because patients did not pay for the NHS treatment they 
received. 

The 1974 reorganization of the NHS is also said to have made it difficult for 
Crothall to win contracts. Previously the hospitals were administered by ‘regional 
hospital boards’ and ‘hospital management committees’. At the level of the indi- 
vidual hospital there was usually a ‘hospital secretary’ who was responsible for the 
day-to-day running of a whole range of services including the hospital’s support 
services of which domestic services is one. In this situation the contractor often 
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negotiated directly with the hospital secretary. With reorganization, the regional 
hospital boards, the hospital management committees and the hospital secretaries 
disappeared. In their place, in England, were regional and area health authorities, 
and health districts, with health districts having a new set of posts for functional 
managers, such as domestic services officers and catering officers (DHSS 1972, 
pp.149-50). The contracts would, however, be with the area health authorities. 
Similar arrangements applied in Wales and Scotland. 

With the gradual recruitment of functional managers by the NHS — some from 
Crothall as its contracts lapsed — Crothall’s ability to offer management contracts 
became superfluous. The later NHS reorganization in 1982, which abolished area 
health authorities and created district health authorities in place of health districts, 
did not alter this situation: if anything it gave a greater incentive to bring the whole 
of the service in-house. The combination of Selective Employment Tax and VAT, 
with the creation of functional managers, was disastrous for Crothall. The number 
of contracts dropped, and between 1975 and 1983 annual turnover halved in real 
terms, i.e. adjusted for changes in the retail price index. 

Other contract cleaners operated in the NHS domestic services market, but it is not 
clear how their share of the market was split between office and hospital cleaning. 
None had so much experience of hospital cleaning as Crothall. One company with 
apparently as long a history as Crothall was the Home Counties Cleaning Group, 
through its various subsidiaries. In the year ended April 1983 the combined turn- 
over for the Group’s two subsidiaries with activities in hospital cleaning was £0.5m. 

Much more recent entrants to the hospital cleaning market, though still anticipat- 
ing the introduction of CCT, were newly formed subsidiaries of B.A. Lester Ltd and 
CCA. The latter was called Hospital Hygiene Services (HHS). A likely contributory 
factor to their successful entry into the NHS hospital market was to have won 
contracts put out to tender by the Ministry of Defence. Their success in winning the 
Ministry of Defence hospital contracts may well have hinged on the contracts they 
already held for other health care facilities. For example, Lester had contracts to 
clean a medical school, a small private hospital and a hospital out-patient depart- 
ment. HHS had contracts in Belgium to clean clinics. Lester’s subsidiary’s turnover 
was £0.2m for the year-ended August 1983. HHS’s turnover for the year ended April 
1983 was £0.7m and included some health clinics in Belgium. 

The market leader, Crothall, had a very low profit margin at that time. In the year- 
ended January 1983 it was only 0.2 per cent of turnover. The other companies 
enjoyed much greater success. In the case of the Home Counties Group, its two 
subsidiaries had margins of 10.9 per cent and 11.9 per cent. In the cases of Lester’s 
subsidiary and HHS, profit margins were 10.4 per cent and 11.0 per cent respectively. 
Office cleaning contracts may have offered larger profit margins, but they were 
often based on much smaller contracts and did not present the same opportunity for 
growth or the same risk of bad debts. 

In conclusion, all the developments in this early period described above favoured 
the use of direct service organizations. The creation of functional managers within 
the NHS allowed it to exploit more fully the potential for economies of scale that had 
been previously enjoyed by the market leader, Crothall. The NHS, by putting 
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separate elements of its hotel services — such as domestic or catering services, rather 
than combinations of these services — out to tender meant that commercial contrac- 
tors could not realize the potential for economies of scope available to direct service 
organizations. And, finally, fiscal policies - Selective Employment Tax and VAT - 
put contractors at a price disadvantage, even if their costs had been lower. Contrac- 
tors were thus left with a residual market. 


IV A MARKET IN THE MAKING: 1984-6 


Guidelines — requiring health authorities and boards to put their domestic (and 
catering and laundry) services out to tender — issued in September 1983 were 
subsequently followed by time-tables for their full implementation. Deadlines were 
set for September 1986, 31 March 1987, 31 March 1988 and March 1990 for England, 
Wales, Scotland and Northern Ireland, respectively. Very little guidance was given 
to the health authorities and boards as to which firms be invited to tender. Usually 
no firms were identified: Scotland was a notable exception in this respect. Instead 
health authorities/boards were given the names of appropriate trade associations 
and of nominated persons at the four Health Departments from whom further 
information might be sought. 

The prospects for contract cleaners were very promising. The industry's percep- 
tion of its turnover in 1983 was £550m (Gibbs 1987, para. 44), yet the English NHS 
market alone was worth £422m of which only £8.3m was held by contractors. With 
the exception of the market leader, Crothall, firms already established were making 
satisfactory profits from hospital cleaning contracts. Finally, the rate at which VAT 
was to be applied was reduced as from 1 September 1983 — to coincide with the 
introduction of CCT - and made it much easier for contractors to compete with direct 
service organizations on price. The result was an explosion of interest by contrac- 
tors. 

Probably the best guide by far of the interest of contractors in the NHS market is 
membership of the Contract Cleaning and Maintenance Association (CCMA), re- 
cently restyled the Cleaning and Support Services Association, and their constituent 
Health Care Services Section (HCSS). There are three reasons for my choice of this 
guide. 

First, all four government departments advised their constituent health authori- 
ties /boards they could approach the CCMA for lists of interested firms. Second, the 
association has periodically updated its list of firms interested in tendering. And 
thirdly, almost without exception, all hospital contracts have been awarded to 
members of the HCSS. 

The HCSS was set up in 1981, as a pressure group to represent members’ interests, 
when it seemed likely that NHS domestic services would be put out to tender. The 
Conservative government had already taken this action at the Ministry of Defence 
contracts; and it was considered only a matter of time before the policy would be 
extended to include the NHS. The association lobbied, unsuccessfully, for the con- 
tinuance of the Fair Wages Resolution. In consequence, members of the HCSS agreed 
a code of conduct, one part of which was that they would pay basic Whitley Council 
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tates for hospital contracts. Member firms could, and have paid more. Members did 
not bind themselves to match Whitley Council conditions of service with respect to 
superannuation, sick pay and paid holidays. 

The earliest list of members of the HCSS was published by the National Union of 
Public Employees in June 1984. It probably refers to the situation at the end of 1983, 
shortly after the Health Departments had issued their circulars. Forty-one firms are 
identified. Some idea of their size and their interest in geographic terms is given in 
table 1 below. The size is based on turnover and, in the cases of subsidiaries, the 
turnover would probably be the parent company’s, though not necessarily the 
ultimate holding company. Firm size, therefore, does not relate to the level of 
activity in health care cleaning, but to the overall financial resources at the disposal 
of the company. 

Firms in the two smallest size groups, arguably, were too small to take on all but 
the smallest hospital contracts. On the other hand, firms have had to have a turnover 
of £50,000 to be a member of the CCMA, and firms this large could comfortably 
handle non-hospital contracts. This leaves, therefore, some 27 firms with the finan- 
cial resources to take on hospital contracts, although possibly only a modest number 
of contracts at first. Most of the larger firms first set their sights on the national, i.e. 


FABLE 1 The geographic and size distribution of contract cleaners wishing to tender for 
health care contracts at end—1983 














Turnover UK GB (Part) (Part) Scotland All 
(£m) England England markets 
& Wales 

Less than 0.25 0 1 0 5 1 7 
0.25 to 1 0 0 2 4 1 7 
1to5 3 3 7 2 1 16 

5 to 20 2 4 0 1 0 7 
20 and over 4 0 0 0 0 4 
All values 9 8 9 12 3 41 








Source: NUPE Privatisation Fact Sheet Series C, No 1. 
Note: The population of firms compromises members of the Health Care Services Section of the 
Contract Cleaning and Maintenance Association. 


British-market. It was on these firms that the health authorities in Wales and the 
health boards in Northern Ireland had to rely as their sole source of commercial 
interest. The smaller firms tended to focus on local markets, as is shown most clearly 
for the three whose interest was confined to the Scottish market. Within the United 
Kingdom, commercial interest was greatest for the South East English market, with 
thirty or more of the 41 firms expressing an interest in tendering there. 

The next snapshot is for late 1985, when the policy of CCT had been in force two 
years. The list of members of the HCSS had grown to forty-five. Six firms in the 
original list dropped off, one because its parent company had been taken over by 
the parent company of one of its competitors. The other five had no notable 
characteristics either in terms of size or geographic market. The six were replaced 
by ten new firms which tended to emphasize the size and geographic market 
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distribution of the existing 35 firms, by having turnover in the range of £1m to £20m 
and serving the South East of England. 

The 1985 list indicates which of the forty-five firms held health care contracts. This 
is analysed in terms of the type of contract, firm turnover end-year 1985, and 
whether the firm had been a member of the HCSS two years previously. Information 
on the type of contract awarded has been published regularly in Hansard for 
England and Wales. My own research has supplemented Hansard for contracts 
awarded in Scotland and Northern Ireland. Firms which are known to have won 
hospital contracts are differentiated from those for which this is not known. Informa- 
tion on firms not operating in this area at all was provided by the CCMA in its listing 
of the HCSS membership. The CCMA does not specify whether the health care 
contracts were only NHS. It seems likely that private sector health care contracts 
were also included. 

The DHSS guidance requires health authorities to assure themselves of the ‘tech- 
nical competence’ and ‘financial soundness’ of contractors invited to tender. Firm 
size is a likely approximate measure of financial soundness; and early entry might 
be a proxy for technical competence. These possible influences on the award of NHS 
contracts are shown in tables 2 and 3 below. 


TABLE 2 Health care contracts by firm size at end—1985 


Turnover Hospital Other health No health All 
end-1985 care care firms 
(£m) 

Less than 1 1 3 10 14 
1 or more 12 14 5 31 
All turnovers 13 17 15 45 


Note: The sample refers to all members of the Health Care Services Section of the CCMA 


The influence of financial soundness, ie., firm size, on winning health care 
contracts is shown in table 2. As might be expected — given both the large size of 
hospital contracts and DHSS’s guidelines — only the largest firms were awarded 
hospital contracts. But firm size seems to have had an influence on the award of non- 
hospital contracts as well. This result may have been the intention behind the DHSS 
guidelines; nevertheless, often these contracts were quite small in relation to even 
the smallest firms studied. Another possible explanation for the lack of success of 
small firms in winning any health care contract is that they did not have the 
resources to dedicate to this new market, and so failed to persuade health authorities 
of their technical competence to comply with the contract specification. 

What evidence is there that new entrants found it more difficult to win contracts? 
All but one of the ten entrants had a turnover of less than £5m at the end of 1985. 
The success of these nine smaller firms is compared with 22 similar sized firms that 
had indicated an interest at end-1983. The success of the two groups in winning 
health care contracts of any type — i.e., hospital or other — is compared in table 3. 
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There is no evidence that the more recent entrants were at a disadvantage. If 
‘technical competence’ mattered, it did not come from persistent expressions of 
interest by firms wishing to tender. 


TABLE3 Health care contracts by date of market entry at end-1985 








Entry Health care No health care All firms 
Established 11 11 22 
New entrant 5 4 9 
All firms 16 15 31 





Note: The sample is restricted to firms with a turnover of less than 
£m as at end-1985 


A better guide to a firm’s technical competence is whether it already holds a 
health care contract and its client is satisfied with the service provided. It is normal 
practice for health authorities to ask for references, and sometimes to see for 
themselves how well a contract is running. I have no information on how well 
contracts were run; but it is possible to test whether simply holding a contract 
helped firms win new contracts. This is done by comparing the status of firms at 
end-1985 and their ability to win a contract the following twelve months, i.e. during 
1986. The relevant information is given in table 4. The data are consistent with the 
hypothesis that previous experience of health care contracts helped firms win NHS 
contracts in 1986. For example, at one extreme all but one of the nine firms already 
holding a hospital contract end-1985 won at least another one the following year; at 
the other extreme none of the eleven firms which failed to win a health care contract 
by end-1985 won one in 1986 either. 

So far attention has focused on HCSS membership. Membership offers a window 
of contractor’s interest to the health authorities. Of course, if the firm has no serious 
interest in tendering, or if its interest has lapsed, then little is gained from member- 
ship. The withdrawal, therefore, of eleven firms during 1986 — over and above the 
six which were taken over — might be thought to indicate a lapse of interest and 
follow from a continued failure to win NHS contracts. These 11 are therefore 


TABLE 4 NHS market success 1986 











NHS contracts Health care contracts held at end-1985 
won in 1986 
NHS Other health None All firms. 
hospital care 

Hospital 8 3 0 11 
Other health care 1 3 0 4 
None 0 2° 11 13 
All firms 9 8 11 28 





Notes: This sample is restricted to the 28 members of the Health Care Services Section for 
the whole of 1986. 

* AIPS, a member of the CCMA but not of the Health Care Service Section, won a community 
services contract. It is not included in the table. 
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TABLE 5 Health Care Services Section membership 1986 











Health care contracts Those that Those that All firms 
end-1985 stayed left 

NHS hospital 9 1 10 
Other health care 8 7 15 
None 11 3 14 
All firms 28 11 39 


ee 
Note: The sample refers to the 39 member firms of the Health Care Services Section 
at the beginning of 1986 which were not acquired that year. 


TABLE 6 Health Care Services Section membership 1986 











Turnover Those that Those that All firms 
end-1985 stayed left 

(£m) 

LESS THAN 1 7 5 12 
1TO5 13 3 16 

5 AND OVER 8 3 11 _ 
All turnovers 28 11 39 





Note: The sample refers to the 39 member firms of the Health Care Services Section 
at the beginning of 1986 which were not taken over that year. 


compared with the 28 firms that subsequently stayed on as members for the whole 
of 1986. Their success — as judged at end-year 1985 — is compared in table 5. We find 
that those that stayed on were more likely to have already won a hospital contract, 
but both groups had been about equally successful in winning health care contracts 
of some sort in the past. 

In table 6 the same two groups are compared for their size at end-year 1985. So 
far as comparisons can be made, the smallest firms were more likely to be repre- 
sented in the group that left. Three of the five smallest firms that left had a health 
care contract, so the reason for their withdrawal was not a failure to win contracts. 
Furthermore, table 6 shows that even quite large firms withdrew. If the results for 
tables 5 and 6 are taken together then, for some firms, continued membership of the 
HCSS only offered them the prospect of winning much the same sort of contracts — 
by type and value - that they could normally have expected as office and industrial 
cleaners. They therefore ceased to be members of the HCSS, but remained members 
of their trade association. ` 

There is a second reason for firms not being a member of the HCSS. This is that 
membership presumed conformity to a code of conduct. More specifically it meant 
paying staff (at least) basic Whitley Council rates for NHS hospital contracts. Only 
two firms have been identified which had not been HCSS members but nevertheless 
won NHS contracts in the period to 1986. One is AIPS, which won a community 
contract; the other is Spinneys which won two hospital contracts. Both firms, 
however, were members of the CCMA at that time. The isolated success of these two 
firms does not mean that there were not many others like them which failed to win 
contracts for some reason or other. 
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V THE COSTS OF ENTRY: 1983-6 


Prior to CCT, the NHS domestic services market had been profitable for all contract 
cleaning firms except Crothall. Why then, after having secured NHS contracts, did 
11 of the new entrants choose to leave this market? The obvious answer is probably 
the correct one: namely, the heavy costs of entry. Information in the public domain 
is fragmentary, but it all points to this conclusion, despite the following three 
qualifications. 

First, I have had to rely upon information taken from the published accounts of 
subsidiaries set up by their parent companies to enter the NHS market for domestic 
services. A number of firms active in the NHS market — Blue Arrow, Initial, RCO, 
Reckitt, Spinneys, Sunlight and Taylorplan, most notably — did not set up subsidiary 
companies for this particular market, and so the picture of its profitability is not 
complete. 

Second, even when suitable accounts are published, they rarely tell the full story. 
For example, accounts are often published only when the subsidiary starts trading 
which, for the purposes of the accounts, means only after a contract has been won. 
Thus some, at least, of the costs of entry seem to be allocated to the parent or to a 
sister company. One extreme example is the subsidiary created in February 1984 
which did not start trading until January 1986. Its accounts for years-ended October 
1983 (sic), 1984, and 1985 all indicate the company did not trade; and it is not until 
the year-ended October 1986 that the accounts indicate the costs of entry. 

And third, companies are disinclined to reveal in their accounts the full extent of 
their difficulties when such a position arises. For example, after a succession of years 
with low profit margins, Crothall moved heavily into deficit for the year-ended 30 
December 1984. With immediate effect its ‘business, assets and liabilities’ were 
transferred to a fellow group company. Thereafter Crothall’s accounts were no 
longer published separately, although it traded for another full year before its parent 
company, the Pritchard Group, was taken over. Despite all these shortcomings, the 
accounts for the thirteen firms given in table 7 probably give a good indication how 
large the costs of entry can be. 

The 13 firms are sorted into three groups. The first group, comprising just a single 
firm, is for firms that left the market during 1986. The second group, comprising five 
firms, are firms that stayed in the market the whole of that year. The third group 
comprises firms acquired during 1986. Three of the firms in the third group belong 
to the Home Counties Cleaning Group. The corporate status — public (Plc): private 
(Ltd) — of each firm’s parent company is also identified in the table. 

Let us start with the four firms which traded before September 1983, and whose 
accounts carry over to the period when CCT started. Crothall provides an interesting 
contrast to the other three. What made Crothall’s situation different was the com- 
paratively large scale of its operation. Thus whilst Crothall had possibly more 
expertise than any other company, it was also more vulnerable to lose the contracts 
it already held. It has been suggested that, faced by the public sector trade union 
opposition to CCT, the first contracts health authorities were inclined to put out to 
tender were those already held by contract cleaners. Crothall, with its contracts so 
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often renewed on an annual basis, was thus particularly vulnerable. Some idea of 
just how vulnerable can be judged by the first twenty contracts awarded to 
contract cleaners (Hansard, 30 Oct. 1984). Crothall won six, one of which it 
previously held. However, four of contracts won by its competitors were 
previously held by Crothall (NUPE 1985). 

The situation for the other three established companies ~ HHS and the two 
subsidiaries in the Home Counties Group - was a bit better. Generally turnover 
increased, but their profits margin fell. 

The profits record of the nine entrants was poor. All entrants made losses in their 
first reported accounts. Two firms ~ Mediclean and Exclusive — produced accounts 
for four years of this early period of tendering. The losses made were very large, 
although they could be comfortably financed by their respective parent companies. 
These two parent companies saw the NHS market as a new opportunity and were 
willing to make a major investment. Three companies provide three years of 
accounts — ISS, ICC and Reliance. Their experiences were hardly better than the 
previous two: the losses were on a more reduced scale and, again, within the 
resources of the parent company. Not much can be made of the accounts of the other 
four companies except to repeat that they made losses, even Mediguard which, by 
comparison with the group of nine, was late in winning its first contract. 

Arguably firms entering a new market can hardly avoid making losses at first. 
Some costs of entry cannot be avoided. It takes time and resources for firms to get 
onto the lists of approved contractors held by the health authorities. Then a certain 
amount of tendering may be necessary before the first contract is won. Some idea 
of the size of these costs can be is given in the published accounts of Endless and 
Reliance. The other companies either quickly won contracts on entering the market 
or only published accounts when they started trading. Five new companies — 
Exclusive, Initial, OCS, Mediclean and ISS — won one or two of the first 20 hospital 
contracts awarded to contract cleaners, and their attempts at entry into this market 
met with quick success. 

Contractors can make losses for other reasons as well. Two in particular are 
identified. First, firms may deliberately underbid to win a prestigious contract ~ so- 
called loss-leaders. Given that contractors tended to win new contracts if they 
already held one elsewhere, the strategy makes good sense; and in the long term 
may have been profitable for a few of them. 

Second, undoubtedly some losses made by contractors were unintended, and 
have a combination of explanations. These explanations are not unrelated to the 
‘winner’s curse’ mentioned above. In part the contract cleaners had next to no 
experience as hospital cleaners, and often put in unrealistically high as well as low 
bids. In part, health authorities have been required to accept the lowest bid unless 
there were compelling reasons to do otherwise: the lack of confidence on the part 
of central government that health authorities would act impartially in the evaluation 
of tenders did not help. A further explanation is the inexperience within the NHS in 
writing contract specifications and evaluating tenders at that time. For all these 
reasons it is hardly surprising that firms were awarded some contracts which they 
either ran at a loss, or failed to perform satisfactorily and were subject to financial 
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penalties. Contractors that set themselves a projected profits margin of 5 per cent to 
7 per cent on turnover — as several did — could easily find it translated into 
unintended losses. 

Losses made on contracts at the start of the contract are also likely to be sustained. 
Normally contracts have been for three years. The contracts, of course, contained 
variation clauses: for example, for changes in wages, prices and volume over the 
three-year period. But if the contractor, deliberately or otherwise, underestimated 
the wage rates necessary to recruit suitable staff, or the resources required to comply 
with the contract, or both, then this had to be sustained for the period of the contract. 
Having made these losses, however, contractors were quick to submit more realistic 
bids. Thus Domberger et al. (1987, table 3) note that the costs saved to health 
authorities from CCT for contracts running in the financial year 1985-6 were 44 per 
cent for hospital contracts won by firms before March 1984, but were only 27 per cent 
for hospital contracts that were won after that date. 


VI 1987-90: A MARKET IN MATURITY? 


Most of the evidence suggests the market had stabilized by 1987. For example, in the 
1990 CCMA Yearbook 25 firms indicated they were still members of the HCSS, and 
22 of them had been members in 1987. Six firms from the 1987 list had since 
withdrawn, two because they were acquired by other firms. Interestingly in the case 
of one of the two firms - Mediclean — the subsidiary was sold off by its parent 
company. Normally subsidiaries have been acquired as part and parcel of the parent 
company. Four firms joined since 1987, one of which left within a year. 

Whilst the membership of the HCSS was fairly static between 1987 and 1990, its 
parent trade association started promoting the idea its members be given the 
opportunity to offer a wider range of services. This notion seems to have had some 
support from within the NHS, if Scotland’s experience is at all typical. This is shown 
in table 8, where the development took off in 1989. The greater opportunity contrac- 
tors have now been offered for economies of scope — from combining hotel-type 
services — should equip them to be better able to compete against direct service 
organizations, once they have acquired experience at running such contracts. Par- 
alleling this development, the CCMA changed its name from the Contract Cleaning 
and Maintenance Association to the Cleaning and Support Services Association. 


TABLE 8 Contracts awarded, Scotland 1985-90 


Start year Domestic only Domestic + other 
service (s) 











1985 
1986 
1987 
1988 
1989 
1990 


wR Bwwoo 
ra 
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TABLE 9 Operating profits/(losses) + as a proportion of turnover, select firms, 
1987 to 1990 (%) 








Financial HHS Mediclean Mediguard ocs 
year-end 
Specialist firms 
1987 23 7.0 0.1 (1.6) 
1988 3.6 4.8/3.3" 11.0 (0.6) 
1989 5.5 (3.6) 7.0 (20.1) 
1990 4.5 17 2.3 3.4 
General contract cleaners 

Pall Mall** RCO Taylorplan 
1987 3.3 6.6 3.4 
1988 3.1 7.7 1.8 
1989 3.9 9.0 1.1 
1990 4.8 9.1 3.9 





Sources: Company reports and accounts, various years. 
Notes: + Profits/(Losses) before interest payable, dividend received, taxation and 


extraordinary items. 

* Mediclean was acquired by ISS Servicesystem Ltd, which produced a new set 
of accounts for the year-ended 31 December 1988. 

“* Sunlight is a division of Pall Mall. 


The association's 1990 Yearbook’s list of firms in the Health Care Service section was 
expanded to 61, although only 25 are members of the HCSS and bound by its code 
of conduct. 

The profits performance of firms had been mixed. Information is given in table 9 
on seven firms which traded for the period 1986 to 1990. Four are specialist, in the 
sense that they are largely dedicated to the NHS market; the other three are also 
contract cleaners in the NHS market, but their accounts include performance in other 
markets as well. 

OCS is not typical of the four specialist firms covered. Its turnover was dominated 
by a single five year contract which went badly wrong when regional wage differ- 
entials widened, at its expense. OCS Hospital Services Ltd effectively ceased trading 
in early 1990, to be replaced by Hospital Contract Services, another subsidiary 
created by the OCS Group to tender for health care contracts. The other three 
companies enjoyed much greater success both in terms of profit margins and 
growth in turnover. In the case of HHS the growth in turnover, from £2.7m to £8.2m 
was matched by operating profit margins being maintained. In the case of the other 
two, profit margins fell. Turnover increased from £14.9m to £34.3m for Mediclean 
and £1.5m to £11.9m, for Mediguard. 

The three general contract cleaning companies were profitable, but it is not at all 
clear that their profits-performance was systematically different from the three more 
successful specialist firms, i.e. excluding OCS. The absence of marked differences in 
profitability between the markets is a further indication that the NHS market had 
reached a maturity by the end of the 1980s. 
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VU CONCLUSIONS 


The employment of contract cleaners has been commonplace in the NHS, even 
before the requirement that health authorities put their domestic services out to 
competitive tender. However, a number of factors encouraged the NHS to use direct 
service organizations, which was especially pronounced for hospitals. 

The opportunities offered to contractors by CCT were taken up by them 
enthusiastically. Those interested and given the opportunity to tender mostly had 
experience only as office and/or industrial cleaners. They had some initial success 
in winning contracts, but also often made large losses. Firms entering the local 
authority markets for street cleansing and refuse collection have made similar losses 
when CCT was introduced there (PSPRU, section 3). Most contract cleaners withdrew 
from the NHS market; others accepted the losses as an entry cost and the parent 
companies provided the necessary backing. Nevertheless, contractors have steadily 
increased their share of the NHS market, which in England was worth £65m out of 
a total of £360m in the financial year 1988-9. 

From the very beginning, CCT contracts have tended to be awarded to firms with 
a track record. This tendency has resulted in market concentration, particularly for 
hospital contracts; and by 1991 there were only some eight firms likely to appear on 
NHS short lists. From more than fifty firms expressing a serious interest in tendering 
over the period from 1984 to 1990, it is doubtful if more than a handful came out 
of that experience in net profit over this seven year period. 
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PAY DETERMINATION IN THE BRITISH CIVIL 
SERVICE SINCE 1979 


IAN KESSLER 





This article traces the development of pay determination in the British civil service 
over the last decade. It argues that after a period of instability, the pay system established 
at the end of the 1980s embraced rather than reconciled two competing traditions of 
pay determination; one based upon the importance of traditional compatibility criteria 
and the other stressing flexibility to meet managerial needs. As a consequence of the 
difficulties which emerged under these new arrangements, neither the unions nor the 
government have fully achieved their pay objectives. While the creation of executive 
agencies may herald a more fundamental change in pay determination based upon 
devolved structures and systems, the nature and extent of this change still depends upon 
resolution of the tension between competing central government concerns to retain 
financial control and allow agencies to adapt to meet local needs and circumstances. 


This article provides a critical analysis of the current system of pay determination 
in the British civil service. A full appreciation of the system, however, is dependent 
upon looking both backwards and forwards. The present system is very much the 
product of recent tensions which have revolved around competing employer and 
employee approaches to pay determination. It is also apparent that at the time of 
writing there is considerable uncertainty about the shape of civil service pay deter- 
mination. The government has formally expressed its intention to alter radically the 
principles and criteria driving the system and a redesign is likely in the near future. 

The structure of the article reflects this concern with the past, present and future. 
The first section provides background information on the traditional system of pay 
determination. It proceeds to look at the demise of this system from the late 
seventies and early eighties in the face of economic and political pressures. The 
second section outlines the new arrangements which emerged and which are still 
essentially in place. The final section reviews potential developments by drawing 
attention to the changing shape of the British civil service with the development of 
executive agencies. 

In general the article suggests that the traditional system of pay determination, 
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which was highly centralized and based upon a relatively formalized link between 
civil service and outside pay, gave way to a system which embraced selective 
elements of preferred employer and employee models. While the new arrangements 
accommodated the continued union attachment to a comparability dimension 
within a national framework, the government's preoccupation with greater pay 
flexibility to respond to labour market pressures and individual performance was 
also addressed. Although this new system has provided relative stability in pay 
determination neither sides’ expectations have been fully met. 

The values and assumptions underlying the recent attempts to reshape the civil 
service have provided renewed opportunities to address the structure and process 
of pay determination. Nonetheless, it will be argued that this reshaping has set up 
tensions between the Treasury and the Next Steps team, the former concerned with 
continued financial control over pay costs, the latter interested in the development 
of systems and structures more responsive to the distinctive business needs of the 
different agencies. 


PERIOD OF TRANSITION 


The Whitley model and ‘fair’ comparisons 

Prior to the 1980s the system of pay determination for British civil servants was 
characterized by a durable institutional structure and a stable bargaining process. 
The institutional machinery was based upon the consensual principles of the 
Whitley Reports of 1916-17, with the scope for overt conflict further reduced by the 
1925 Arbitration Agreement which provided for unilateral access to arbitration. The 
arrangements established ensured a high degree of centralization in the determina- 
tion of terms and conditions of employment for a workforce of considerable size 
and complexity. 

This workforce has been represented by a number of unions organized on the 
basis of grade, profession or department with relatively high membership and 
density levels amongst their constituent groups. These unions have also organized 
themselves under a federal umbrella, for many years referred to as the National 
Staff Side and from 1980 the Council of Civil Service Unions (CCSU). 

The Employer or ‘Official Side’ has been distinctive in public service terms in that 
the government is the direct employer giving it greater scope to pursue specific 
ideological goals and apply party political philosophy. In practice economic well 
being and political consensus have combined to limit the interest traditionally 
shown by government in civil service pay. As a consequence the formal Whitley 
machinery has tended to be by-passed with issues being handled between the 
unions and, responsible government officials on a more informal and ad hoc basis 
(Blackwell and Lloyd 19839, p. 6). 

This institutional durability was not initially reflected in a settled process of pay 
bargaining. The government's perceived responsibility to provide a balance be- 
tween ‘fair’ remuneration for its employees and public accountability for expendi- 
ture on civil service pay led to an ongoing search for viable and acceptable pay 
criteria (Parris 1973). The principles recommended by the Priestly Royal 
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Commission of 1953-55 eventually provided the basis for a system which lasted for 
over twenty-five years. These principles established the primacy of ‘fair compari- 
sons’ with outside staff in pay determination with due, albeit secondary, regard 
being paid to internal differentials or the need for a ‘rational’ pay structure. They 
were given effect through the process of ‘pay research’ applied on a cyclical basis 
to discrete occupational groups. This involved the collection of data by the pay 
research unit (PRU) on pay of outside occupations using whole job comparisons. 
This data was then used as the basis for negotiations. 

The operation of the pay research system was not entirely smooth. Periods of 
incomes policy interrupted its functioning on a number of occasions and union 
commitment to it varied. Nonetheless, it was an approach to pay which had 
established a pattern of involvement with related vested interests and a set of 
expectations based upon clear pay criteria. From the late seventies this system came 
under increasing pressure as the supportive economic and political environment 
changed. The transition to a new form of pay determination was, however, difficult 
and characterized by tension and conflict. 


Period of uncertainty and the search for a new system 


The government's approach 

The ideological point of departure for the Conservative government which took 
office in 1979 was radically different to previous postwar governments. It was an 
approach inimical to the development of a sector sheltered from market forces and 
implied a contraction and, where political imperative prevented this, a fundamental 
change in methods of operation. 

As the direct employer, the government was well placed to introduce a range of 
policies aimed at ‘rolling back the frontiers of the state’ and increasing competitive 
pressures. Between 1979 and 1986 civil service manpower was reduced by 20 per 
cent; a programme of efficiency scrutinies into a number of government activities 
was carried out by Sir (now Lord) Derek Rayner from 1979 to 1983; initiatives to 
devolve financial and personnel responsibilities were launched in 1982 and 1983 
respectively. Yet with pay constituting such a large proportion of public expendi- 
ture, the government was especially concerned to address the question of pay 
determination. 

The new government’s approach to pay determination in the civil service com- 
prised two elements. The first was an acceptance of the need for an established and 
settled system. This commitment to an orderly system was reflected in the establish- 
ment of a committee of inquiry under Sir John Megaw in 1981 to look at this very 
issue. The second was a belief that such a system should be responsive to the needs 
of managerial efficiency and subject to financial discipline. This latter element, 
however, raised questions about the kind of pay system which could further these 
principles. 

The government would not countenance the continued operation of pay research. 
The system was perceived as inflationary and a means of insulating civil servants 
from labour market and broader economic ‘realities’. Pay research was 
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consequently abolished by the government in 1981. For the government any new 
system would have to be much more explicitly based on managerial principles. 
The government felt that it should be able to ‘arrive at rates which were adequate 
but not excessive to recruit, retain and motivate sufficient numbers of staff of 
satisfactory quality’. 

Central to the pursuit of managerial efficiency was affordability. The government 
did not discount the use of comparability in civil service pay determination but it 
was to be used purely as a management tool to provide information on competitive 
pay rates and in so doing to be used as a means of dealing with recruitment and 
retention needs. Moreover, it was stressed that the use of comparisons should not 
give rise to any presumption of automatic pay increases. As clearly stated in 
evidence to the Megaw Commission, the government was also wedded to the view 
that managerial efficiency was enhanced by a system which provided flexibility to 
respond to individual performance and labour market needs (Civil Service Depart- 
ment 1981). 

Although the government had a set of pay objectives their ability to pursue them 
was initially limited in the face of competing union interests. Consequently the 
government’s approach to pay determination in the early eighties comprised two 
elements: the use of cash limits as a means of regulating general civil service pay 
increases and the pursuit of managerial aims on an ad hoc basis. 

While the move from volume public expenditure control to cash limits predates 
the Conservative government, the system was retained. This provided a self-regu- 
lating method of controlling pay by ensuring that any increases above those as- 
sumed would have to be met from within allocated financial resources. It can be 
seen from table 1 that prior to the switch to a running cost regime which removed 
specification of a pay factor, out-turn pay increases were fairly close to the assumed 
figure. 

TABLE 1 Civil service pay and pay assumptions, 


1980-87 
Financial year Pay factor Value of pay increase 
(%) (%) 
1980-1 14 16.8 
1981-2 6 75 
1982-3 4 5.9 
1983-4 3.5 4.86 
1984-5 3 4.55 
1985-6 3 4.9 
1986-7 None 6 


Source: Blackwell and Lloyd 1989 


The government recognized, however, that the rigid application of cash limits had 
to be accompanied by some flexibility in dealing with managerial problems related 
to selective groups of civil servants. Initially the limited nature of these problems led 
to the use of specific measures to deal with small pockets of employees. There was 
grade restructuring for certain groups, for example nuclear installation inspectors. 
However, as labour market pressures in particular grew, three further measures 
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were introduced: ‘special pay additions’ which took the form of lump sum pay- 
ments to small groups of specialists in short supply; ‘local pay additions’ which also 
came as lump sum payments to deal with regional manpower difficulties; and a 
performance-related pay scheme introduced for senior management grades. 

All of these schemes were introduced in the face of union opposition and partly 
as a consequence in a ‘half-baked’ way. The shortcomings of the performance- 
related pay scheme, in particular, were picked up in an evaluation by the consultant 
Hay MSL. They identified critical staff views which suggested that morale, good 
management practices and efficiency were being detrimentally affected by the 
scheme. Hay related these views to design features of the scheme: the absence of 
firm criteria in making the awards; the fixed quota of awards and the confidentiality 
surrounding the operation of the scheme. 


Union responses 

For the unions the early years of the decade represented a period of uncertainty and 
frustration in the pursuit of their objectives. In the face of the difficulties an initial 
unity of purpose gave way to a more fragmented and parochial pursuit of interests. 

Representing very different types of workers the various unions naturally had 
distinctive concerns. These were in part reflected in contrasting levels of commit- 
ment to the pay research process. A system based upon following outside pay levels 
rather than leading or setting an example inevitably raised difficulties for the Civil 
and Public Servants Association (CPSA) representing employees in low paid occu- 
pations outside the civil service and for the IPMS (Institution of Professionals, 
Managers and Specialists) with the government the major employer of scientific 
workers and therefore leaving few outside comparisons for its members (Kessler 
1990). Nonetheless, in the face of what was perceived as a high-handed attack by the 
government in abolishing the pay research system, the unions organized unified 
and co-ordinated industrial action against the move which was to last for over twenty 
weeks. 

The unity forged by the unions under the CCSU during this dispute was sustained 
in the face of shared difficulties. The unions were forced to conform to a common, 
cash limited financial regime imposed by a shared employer with its own agenda 
for change. This unity was also underpinned by support for common terms and 
conditions which provided for a national career civil service. The unions managed 
to present a united front in their evidence to Megaw (CCSU 1981) and reiterated a 
commitment to the broad principles underpinning the pay research system. 

This unity was, however, fragile being based more upon common problems than 
a shared vision. As progress towards a new system developed on the basis of the 
recommendations from the Megaw Commission published in 1982 (Inquiry into 
Civil Service Pay 1982) differences began to emerge. For certain unions, for example 
the CPSA, there was concern about the pay gap which had opened up with outside 
rates since the demise of the PRU and which the government refused to address. 
There were more general misgivings about the flexibilities management was seek- 
ing. Performance-related pay, in particular, raised worries about the role of unions 
in pay bargaining, the retention of national scales and rates and the preservation 
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of established differentials. In the final analysis, however, these differences were 
to affect the timing of the change amongst the respective unions rather than 
the nature of it. 

By the mid-1980s it was clear that the shared union and government desire for a 
stable system of long-term pay determination was confounded by competing ap- 
proaches to pay determination. A way forward was found in part by the respective 
sides modifying their goals but also through the signing of agreements which 
embraced rather than reconciled different elements from these models. While these 
agreements were to produce some procedural stability, the period was still charac- 
terized by tension and mutual suspicion. 


THE PRESENT SYSTEM: UNFULFILLED HOPES AND 
UNFORESEEN DIFFICULTIES 


In 1987, the IPMS reached the first agreement with the government. This settlement 
broke the unified approach to pay determination through the CCSU, and separate 
agreements along similar lines followed in the succeeding years with the other 
unions. The most striking characteristic of these agreements is the manner in which 
they incorporated the two competing traditions of pay determination — one rooted 
in a concern for comparability, the other in the pursuit of flexibility as a managerial 
tool. These traditions were reflected in the two main components of the agreements: 
new pay structures and a reconstituted system of long-term pay determination. 


The new pay structures 

The respective agreements provided for the establishment of a pay spine to which 
a range of national and departmental grades were assimilated. In certain cases, the 
grades were brought together under broader spans or pay bands covering jobs of 
roughly equal weight. For the government, these arrangements provided for admin- 
istrative simplicity and rationalization. More significantly, however, provision was 
made to allow the spine to operate in a manner sensitive to labour market pressures 
and individual performance. 

Each of the agreements provided a general flexibility clause which allowed for the 
use of the spine to deal with recruitment and retention difficulties for a location or 
for particular occupational groups. The centrepiece of the flexibility arrangements, 
however, was the system of performance-related pay. Although provisions were 
made for accelerated incremental progression for high performers below scale 
maxima in most of the agreements, the core of this system operated through range 
points available above the maxima. The arrangements were relatively mechanistic, 
linking the award of range points to box markings awarded in staff appraisal. In all 
but one of the agreements, once at the maximum of the scale, an individual could 
be awarded one range point for a Box 1 marking, or three consecutive Box 2 
markings or five consecutive Box 3 markings. A Box 3 was classified as ‘perform- 
ance fully meeting normal requirements’. 

The way in which the scheme was structured addressed some of the union 
concerns about PRP. Common national grades and scales continued on the basis of 
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the spines while the award of performance pay was essentially restricted to points 
above the old scale maxima. With one important exception, as the schemes began 
to operate union worries were further eroded. 

There were some initial union fears about aspects of the performance-related 
system. The early agreements imposed a quota which allowed only 25 per cent of 
employees within a particular grade in a department to receive performance range 
points. This led to union accusations that certain departments were not actually 
allocating their full complement of range points as a means of ensuring that some 
were available in future years for those who subsequently qualified. It was also 
suggested that as a means of coping with a system where clearly more employees 
could be eligible than range points available, departments were either having to 
develop shadow performance criteria as a way of making decisions or manipulating 
performance markings. These concerns dissolved, however, when the quota was 
removed from the first range point and, indeed, this adjustment facilitated the 
introduction of the agreement for the CPSA and National Union of Civil and Public 
Servants (NUCPS). 

There have been some ongoing concerns. For example, questions have been raised 
about whether the system discriminates in operational terms against women. While 
it is too early to draw firm conclusions a recent survey carried out by the FDA (First 
Division Association News 1991) reveals a significant gap between the number of men 
and women eligible in grades 5 and 6 receiving awards over the last two years. 

Aside from these worries the operation of the performance-related pay system has 
resulted in very few union complaints. From the employee perspective the 
timescales involved and the relatively small amounts allocated have produced a 
benign system viewed simply as providing long service awards. 

The one exception to this tranquil picture is the Inland Revenue Agreement. This 
agreement provides an interesting control case since a few apparently small techni- 
cal differences in the operation of the performance-related pay system have resulted 
in vastly different member responses. In contrast to the other schemes, performance 
points are awarded only to Box 1 and 2 markings. The average performer is 
therefore excluded and by implication only a minority should receive performance 
pay. The operation of the scheme has ensured that this is indeed the case. In May 
1990 the Director General of the Inland Revenue formally instructed line managers 
to down mark by one box those rated 2 and 3 in an attempt to impose some 
consistency of marking standards. The staff have since felt that an informal system 
has been operating to down mark as a means of preventing the award of perform- 
ance points and saving money. 

This disenchantment and hostility to performance pay in the Inland Revenue has 
been reflected in a number of ways. A report following the collection of views from 
groups of the Inland Revenue Staff Federation (IRSF) members by the consultant 
Coopers and Lybrand Deloitte noted that: ‘The prevailing view, strongly articulated 
in each of the groups, was that PRP did not act as an incentive or motivator to 
produce either more or better quality work’ (IRSF 1990). This view was confirmed 
by a more wide-ranging survey of 2,500 members’ attitudes conducted by academ- 
ics at the London School of Economics. The survey found that only 12 per cent of 


© Banı] Blackwell Ltd 1993 


330 IAN KESSLER 


the sample believed PRP raised motivation at work; 80 per cent indicated it had not 
improved the quality of their work and 78 per cent suggested it made no difference 
to quality (IRSF Research Unit 1991). 

In general, however, the Official Side were far more disillusioned with the 
performance-related pay systems. This was partly a consequence of the scheme’s 
procedural requirements but also a result of its apparently limited behavioural impact. 

The introduction of the system has necessitated considerable administrative work 
on the part of departments. This load has included ensuring that staff appraisals are 
actually carried out. Indeed, evidence emerged that in certain areas and for particu- 
lar employees this was not the case. Moreover, steps have had to be taken to ensure 
that managers are capable of carrying out appraisal adequately and consistent 
marking standards are applied. 

It is arguable that, in stimulating these developments, the agreements were only 
guaranteeing what should already have been taking place. Nonetheless many 
departmental managers feel that the system provides very little in terms of im- 
proved employee motivation and performance, particularly when weighed against 
the significant managerial efforts and time put into it. This frustration is perhaps 
reflected in the government's recent call for the creation of a ‘tighter and more 
regular link between performance and reward’ (Treasury Memo to Staff 1991), the 
implication being that the present system did not provide this link. These concerns 
are more explicitly presented in a Treasury brief to managers. Thus, the current 
arrangements are: ‘too limited because performance pay does not reward people 
particularly those who are assessed as performing fully satisfactorily, frequently 
enough to achieve a close link between performance and reward. The current 
arrangements do not provide for fine-tuning by departments’ (Treasury 1991). 
While the government's expectations for the flexibilities provided in the new pay 
structure have not been fully met, it appears that union hopes for the comparability 
features of the long-term system of pay determination have also been frustrated. 


Long-term system of pay determination 

Essentially based on the Megaw recommendations, the system of long-term pay 
determination provides for a process referred to as ‘informed collective bargaining’. 
This includes a comparability dimension but certainly contrasts with the pay re- 
search approach. Not only are more general indicators of outside pay used but there 
are important technical differences. Moreover, just as union concerns about per- 
formance-related pay were met by certain design features, so the government's 
managerial concerns have also been addressed in the framework. 

Central to the system is the provision that the annual pay settlements fall within 
the inter-quartile range of annual percentage movements in the pay of non-manual 
employees outside the public service sector. Within this range both sides are free to 
introduce any other factors which they consider relevant. This arrangement allows 
for the introduction of managerial issues related, for example, to labour market 
pressures and affordability. It is also stipulated, however, that one of these factors 
should be information from surveys of pay levels and other benefits of relevant jobs 
outside the civil service carried out at least every four years. 
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An appreciation of why union expectations have not been fully met requires a 
review of the way in which the two comparability dimensions — the movements and 
levels surveys — have operated. 

The conduct of the pay movement surveys can be dealt with briefly. As a basis for 
the surveys, the Office of Manpower Economics (OME), responsible for administer- 
ing the process, has used a sample of companies taken from the Business Statistics 
Offices Value Added Tax Register. The sample is weighted by company size and 
economic sector using targets estimated for the distribution of non-manual employ- 
ees outside the public sector in the economy as a whole. The methodology used and 
the range identified have not been contested by the unions or the Official Side. 

The levels exercise has by its nature been more complex and consequently 
generated some tension and dispute. 

Levels exercises have now been carried out under all of the agreements. Through- 
out the process procedural and methodological issues were handled on a joint basis. 
Steering Committees with representatives from the relevant unions and the Treas- 
ury were established and chaired by the OME. In all cases consultants were used to 
actually conduct the surveys with four different firms being involved — Price 
Waterhouse (IPMS and Unified Grades 5-7), Peat Marwick (IRSF), Coopers and 
Lybrand Deloitte (CPSA), and Wyatts (NUCPS). 

Despite the use of different consultants and a few technical differences of ap- 
proach the surveys followed the same basic four-stage model. First, a number of 
benchmark jobs were selected by the parties to represent the civil service groups 
concerned. The consultants then devised a method of evaluating these jobs and 
matching them with jobs in private sector companies. The methods of evaluation 
were generally based upon factor analysis and therefore distinguishable from the 
whole job approach of PRU. A sample of companies was subsequently selected and 
job matches were established through company visits by the consultants. Finally, a 
questionnaire was used to collect the relevant pay and other data. The results were 
analysed by the consultants and a report was produced and circulated to the parties. 

There was general satisfaction on both sides about the conduct of the survey 
exercise. As the OME review notes: ‘with certain reservations, the view of the parties 
was that pay levels and movements surveys conducted from 1987-90 had been 
successful in producing the information required under their pay agreements and 
they intended that they should be repeated during the period 1991-94’ (OME 1990, 
p- 4). The ‘reservations’ raised in the main related to methodology. It is worth 
highlighting a few of these concerns. It was felt that the consultants should have 
been involved in selecting the civil service benchmark jobs. The IRSF expressed 
worries at the limited opportunity to contribute to the development of the job 
evaluation system. There was particular concern that during the matching process 
the parties were not closely involved and had to take much on trust from the 
consultants. Finally, there was concern with the quality of the analysis provided by 
the consultants of the survey data with all but one making errors of analysis. 

Yet despite the general satisfaction with the technicalities of the survey exercises, 
disagreements did arise which related to interpretation of the data and how it was 
to be used as part of the negotiation process. In the case of the agreements covering 
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the IPMS and NUCPS these tensions were so great that negotiations almost collapsed. 
While the difficulties arising with the IPMS agreement relate to some finer points of 
detail, those arising in the case of the NUCPS were of a more general kind. 

Two problems, in particular, arose under the NUCPS agreement. The first problem 
related to the quantification of non-salary benefits. The Treasury refused the union 
request for the consultants to carry out an independent evaluation of the data 
collected on non-salary benefits using the techniques they normally used for remu- 
neration surveys. The reverberations of this dispute were manifest in disagreements 
on the value to be placed on civil service pension benefits, with the union refusing 
to allow an independent evaluation. The second problem concerned disagreement 
on the presentation of the data. The Treasury pushed for a breakdown of the data 
to provide comparisons between outside rates and the rates for notional grades of 
executive ‘generalist’ and ‘specialist’. The Treasury presumably assumed that differ- 
ent patterns would emerge. The unions argued that the executive grade was a 
unified grade and they were not prepared to accept this novel distinction. 

In general, however, the union concerns were mainly concentrated on the per- 
ceived absence of benefits arising from the movement and levels surveys in the form 
of across-the-board increases. 


Pay out-turns 

The new pay framework provided a safety net for annual increases within the inter- 
quartile range of outside pay movements. Yet the unions have been disappointed at 
the location of settlements within that range, in the government's interpretation of 
how the safety net should operate and in the way in which the levels survey results 
have fed through into increases. 

It can be seen from table 2 below that across-the-board increases have tended to 
be pitched towards the lower quartile level. Moreover, it can also be seen that ina 
number of cases the general increase was actually below the lower quartile figure 
with only the total paybill increase, taking into account selective changes, hauling 
it over. Finally, although there has been considerable room for interpretation as to 


TABLE 2 Pay increases during the operation of the new system 














1989-90 1990-1 1991-2 
Range Settlement Range Settlement Range Settlement 

(%) (%) (%) (%) (%) (%) 

IRSF 6-8.9 7 8-10 8.5 956.5 6.5 

IPMS 6-8.9 6.5 8-10 8.5 9.5-6.5 6.5 
(7.3 pay- 
bill rise) 

CPSA 7 2-9.4 8 8-10 7.6 

(8% pay-bill 

rise) 

NUCPS 7.2-9.4 8.5 8-10 7.8 

(8% pay-bill 

rise) 
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the meaning of the levels figures, union perceptions that significant discrepancies 
between civil service and outside pay exist have not been reflected in significantly 
higher settlements in the level survey years. 

While a degree of procedural stability in pay bargaining has been provided, it is 
clear, therefore, that both sides have had to deal with frustrated hopes. In turn this 
frustration has produced some conflict and tension within and between the respec- 
tive sides. Against this backdrop, important organizational changes have been 
taking place which may have changed the ‘pay agenda’. 


PAY DETERMINATION AND THE CHANGING SHAPE OF THE 
CIVIL SERVICE 


Parallel to the emergence and operation of these new agreements, the shape of the 
civil service has been undergoing a fundamental change. This re-shaping has 
involved the creation of executive agencies and has important direct and indirect 
implications for the process and structure of pay determination. To date, the full 
impact of these organizational developments on pay structures and systems has 
been limited. This limitation reflects a tension manifest in the Treasury’s concern to 
retain financial control and discipline over pay and the enthusiasm of those leading 
the new initiative for the development and fragmentation of pay in line with the 
‘logic’ of the organizational changes. Recent developments suggest that the Treasury 
may lose this battle with more fundamental pay developments on the way. 


The organizational changes 
The Next Steps report published in 1988 provided the basis for the reorganization 
of the civil service. The founding principle of this report was that the executive 
functions of government were distinct from the policy-making functions. The or- 
ganizational consequences were that the executive functions of departments should 
be carried out by discrete, semi-independent agencies with sufficient flexibilities 
and freedoms to manage their own affairs in an efficient and effective manner. This 
would leave central departments free to concentrate on their policy-making role. 

The pace set in establishing agencies was initially slow. In the first two years only 
some thirty had been created covering over 66,000 employees, around 12 per cent 
of the civil service. In the following year, however, the number of agencies almost 
doubled with their coverage trebling. At the time of writing there are 52 agencies 
employing almost 180,000 workers, almost a third of the civil service. 

Four financial models were provided for agencies: 


— gross running costs: agency running costs are fixed; 

- net running costs: receipts and savings can be used to fund increased 
administrative expenditure; 

— a trading fund: where an accounting system akin to a commercial organization 
operates; and 

- a government-owned company: outside the civil service altogether. 
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Clearly, there are variations between these models in the degree of financial depend- 
ence on central government which, in turn, have important implications for the 
freedoms and flexibilities available and pursued. Nonetheless, it is noteworthy that 
the overwhelming majority of the agencies operate under the tightest of the financial 
regimes: no agencies have been established as government-owned companies; only 
two (Her Majesty’s Stationery Office (HMSO) and the Royal Mint) as trading funds 
and around a dozen on a net running-cost basis. 

Every agency is established on the basis of a framework document which defines 
the agency’s basic functions, the flexibilities and freedoms available and the ways 
the government will control it. Most of these framework documents make explicit 
reference to pay. 


Consequences for pay determination 

The ‘logic’ behind these organizational developments implies a devolution and 
fragmentation of pay determination. As semi-autonomous, labour intensive bodies 
with their own specific objectives and responsibilities and operating within distinc- 
tive ‘product’ markets, pay represents a crucial management tool. One union is in 
no doubt that the creation of agencies is an attempt to undermine national bargaining: 


The clear intention of the government is to use the Next Steps initiative to 
encourage movement away from national pay agreements. The purpose is two- 
fold: to match pay to labour market conditions — whether to reflect regional pay 
differences or to resolve recruitment and retention problems — and to relate pay 
more closely to performance (IPMS 1990, p. 15). 


Most of the framework documents make provision for pay systems which depart 
from the national approach noting, for example, the use of bonuses on a group and/ 
or an individual basis. In practice, however, few agencies have sought to take 
advantage of these provisions which reflects successful union resistance to such 
developments. But it is also explained by the constraining influence of ongoing 
financial control. No new money has been forthcoming for agencies seeking to 
develop pay systems and structures. There have been, however, a number of other 
developments in the area of pay determination which have followed on from the 
Next Steps initiative. 


(i) Consolidated list of flexibilities. The Treasury has reiterated in a discrete, formal- 
ized, authoritative and consolidated document the pay and management flexibilities 
available to agencies and indeed departments. The 21 flexibilities listed when the 
document was originally published in August 1989 have almost doubled in the 
revised list reissued in April 1991. This document essentially restates the flexibilities 
available under existing agreements and highlights the scope they already provide 
for the exercise of management discretion in the area of pay and patterns of 
employment. 

(ti) Pay reviews. A number of agencies are in the process of reviewing their pay 
systems and structures. These reviews, however, cover relatively few agencies with 
only eight affected to date — the Benefits Agency, Driving Vehicle Licensing Agency 
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(DVLA), Employment Service, Historic Royal Places, Information Technology 
Services Agency (ITSA), the Meteorological Office, Royal Mint and the Vehicle 
Inspectorate. Moreover, the pace of change has been gradual. The Benefits Agency 
review, for example, is due to report in 1993 while the Chief Executive of the Vehicle 
Inspectorate has expressed the need for caution. In evidence to the Treasury and 
Civil Service Committee he notes: 


the area of pay and conditions is a difficult one and one on which we, as an 
agency, are not seeking rapid progress. We believe that there are sensitivities, 
sensitivities in terms of public expenditure, for a start . .. we want to make sure 
that we can handle the very difficult negotiations, industrial relations, environ- 
ment, which comes with looking after those things directly, and we want to make 
sure that it is in our business interests to actually have responsibility. At this time 
we are not convinced that we are ready for it or that we want it (NUCPS 1991). 


(iii) Authorized bonus schemes. The third development has seen Treasury recognition 
that agencies should be given the opportunity to develop payment systems sensitive 
to organizational performance albeit within fairly tight guidelines and on a self- 
financing basis. The Treasury has issued guidance on Group Incentive Schemes. 
This document stresses the perceived value of these schemes while at the same 
time highlighting the need for financial control and clear organizational benefits 
(Treasury 1989). 

In fact, the guidelines provide detailed recommendations on structural features of 
the schemes, in particular the targets to be used, the financing of payments and the 
sharing of benefits. Furthermore they make it clear that any such scheme has to be 
approved by the Treasury. 

The targets suggested are of ‘hard’, quantitative, cost-saving kind and seen as 
being rooted in the overall targets for the agency. It is made clear that bonuses 
should be financed out of savings achieved in excess of the targets which represent 
improvements in efficiency and/or effectiveness over past trends. Moreover these 
improvements provide a ‘ratcheting’ effect in that they set a new platform for any 
future savings to ensure that ‘improvements are not rewarded twice’. 

The Treasury use the argument that a ‘fair share’ of any benefits ‘should accrue 
to the taxpayer’ to justify their suggestion that any savings should be equally 
divided between them and the workforce. In addition it is stipulated that 4 per cent 
of the paybill is the maximum permissible cost for bonus payments in any given 
year. The 8 per cent efficiency improvement needed to receive this figure clearly 
represents a formidable goal for any workforce and one unlikely to be achieved. 

So far enthusiasm has been modest with only twelve agencies having received 
Treasury approval for their schemes. These agencies and the main features of the 
schemes are listed in table 3. 

A number of structural characteristics emerging from this table are worthy of 
note. It is clear that with the exception of the Central Information Office (CIO) which 
provides payments as fixed percentage of salary, the bonus takes the form of a lump 
sum which is taxable and non-pensionable. These lump sums are generally available 
to all members of staff except the chief executive who is usually on a separate 
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TABLE 3 Features of agency bonus scheme 


Need Box 3, marking not 
‘normally’ to Box 4 


No information avaialble 


Two year tnal 
from April 1991 


Excludes 
— leas 6 months service 


— those remgning durmg 


year 
— Box 4/5 
-subject to disciplina 


Sangle flat rate to all Conditions for award 
met 1990/91, bonus 








© Basil Blackwell Ltd 1993 


PAY DETERMINATION IN THE CIVIL SERVICE 337 


TABLE 3 (continued) 


Flat rate payment taxable | All eligible 
and je. 





performance-related scheme linked to agency performance. Eligibility is, however, 
qualified by the need for the individual to have performed to a satisfactory level in 
the main defined as a Box 3 or above appraisal marking. The targets are generally 
rooted in improvements in unit agency costs over and above those provided for in 
management or business plans with some regard also being paid to the achievement 
of quality targets. One noteworthy exception is the Royal Mint which as a trading 
fund can identify a notional profit from which a bonus can be paid. 

Of perhaps greater interest is information on the operation of these schemes 
which implies that some difficulties have been encountered. It appears that manage- 
ment may have some misgivings about the motivational impact of such schemes. 
There are suggestions that the effect upon morale and performance may be more 
harmful than beneficial. In two cases, the Ordnance Survey and the Contributions 
Agency, management decided not to introduce the scheme despite receiving Treas- 
ury approval. The demotivational impact of schemes is made even more explicit in 
a recent Efficiency Scrutiny report conducted by the Department of Transport on its 
executive agencies. This noted: 


Bonus schemes do not seem to have been the motivating force we might have 
expected. There has been limited interest and some staff feel they are divisive 
because they pay different amounts. At DVLA, staff hopes were raised and then 


dashed by the Agency's inability to pay bonus (Department of Transport 1991, p. 41). 
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It is important to stress that these managerial concerns do not necessarily spring 
from opposition to the principle of bonus schemes. They relate more to the tight 
guidelines and constraints placed upon them. The letter from the Contribution 
Agency quoted above concludes by stating: “The Agency still sees the development 
of an acceptable scheme as one of its highest priorities’. 


(iv) Agency pay systems and structures. The final development has been the emergence 
of distinctive payment systems and structures designed to meet the specific needs 
of agencies. To refer to an agency-oriented pay structure as a development is 
perhaps misleading for to date only one agency has moved down this path — HMSO. 
It is nonetheless worth dwelling on the changes within the HMSO not only because 
other agencies, in particular the Royal Mint, have proposed in their framework 
document similar approaches, but because in the light of recent announcements 
pressures in this direction may well intensify. 

The agreement reached with the HMSO unions in October 1990 comprises three 
distinctive elements: the creation of ‘single table bargaining’ arrangements; a new 
grading structure founded upon a re-evaluation of posts and comprising 18 pay 
bands on a single ‘pay ladder’; and salary progression up this ‘ladder’ primarily on 
the basis of performance. 

Performance for the purpose of salary progression is assessed in relation to key 
targets. These key targets identify what the job holder is aiming to achieve in key 
areas of responsibility. They are weighted according to their perceived importance. 
At the end of the year a scoring system is applied which, by allocating points 
according to the degree to which key targets are met, provides an overall total and 
thus an overall evaluation of the individual's performance. This score determines 
whether two, one or no increments are awarded. 

This system is relatively new, suggesting care in making precipitative judgements 
about its viability. Nonetheless recent research suggests that difficulties have arisen 
(Dobson 1991). Although bargaining is formally separate from the main civil service 
it is clear that funding of the settlement is still dependent on the Treasury. Moreover, 
employee expectations on the level of the settlement appear to be closely tied to the 
general pay rises agreed for the rest of the civil service. 

It is also apparent that a range of problems of a procedural and substantive kind 
have arisen with the target setting process. Concerns have been raised about how 
comparability or consistency of targets across bands can be ensured. The narrowing 
of work interest and focus has also been highlighted. 

Finally additional concerns have been raised about the value of key targets. Atten- 
tion has been drawn to the fact that such targets may not remain meaningful over time 
in a dynamic and changing organization, while it has also been pointed out that 
performance is often dependent on colleagues and forces beyond the individual's control. 


The drive for greater flexibility 

In the wake of the newly negotiated agreements of the late 1980s and the reshaping 
of the civil service with the creation of agencies, changes in the structure and process 
of pay determination have been limited. Nonetheless tensions have been apparent 
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particularly within the Official Side as Treasury attempts to retain financial control 
have confronted the impatience of the Next Steps team to allow agencies to develop 
systems more sensitive to market and business needs. The announcement made by 
the government in July 1990 suggests that political opportunism may have tipped 
the balance in favour of the Next Steps team and towards more radical pay changes. 

The government’s stated reasons for change reflect an attempt to further 
longstanding principles for civil service pay determination. Three established con- 
cerns are still present: flexibility of reward, affordability and stability. What is new, 
however, is the attempt to link individual performance, pay systems and pay 
structures much more closely to the new organizational structures and, in particu- 
lar, to the responsibilities and objectives of the agencies. 

The specific proposals put forward by the government reflect these underlying 
goals. Recognition that the present agreements have provided some procedural 
stability is reflected in the government's intention to keep the movements survey as 
a means of providing a parameter for future negotiations. The continuation of levels 
exercises is also envisaged. Yet it is equally apparent that the government feels these 
agreements are not as effective in responding to its more refined aims. Two key 
proposals are put forward. The first proposal puts: ‘in place a range of forms of 
performance-related pay in order to achieve a closer link between performance and 
reward both for individuals and for groups of staff’ (Chancellor's Statement 1991). 

The second proposal relates to the structure of pay determination and aims: ‘to 
enable responsibility for pay bargaining to be delegated to civil service departments 
or agencies, to allow them wider discretion in relation to their pay and grading 
regimes’ (Chancellor’s Statement 1991). An additional option refines the latter 
proposal by providing for partial devolution of negotiations. This option allows 
those departments or agencies not requiring such extensive discretion to negotiate 
flexibilities within the total of an overall central pay settlement agreed by the 
Treasury. At present these proposals remain statements of intent. It is open to 
speculation how they will be ‘fleshed out’. 


SUMMARY AND CONCLUSIONS 


For much of the past decade the structure and, in particular, the process of pay 
determination for British non-industrial civil servants has been characterized by 
uncertainty and tension. Trade unions wedded to key features of the traditional pay 
system based upon centralized bargaining, uniform terms and conditions and ‘fair 
comparisons’ have been confronted by a government placing emphasis upon much 
greater pay flexibility as a means of addressing managerial needs. The pay agree- 
ments of the late 1980s embraced rather than reconciled these differences, the result 
being that operational difficulties arose and the expectations of both sides were not 
fully met. The development of executive agencies and the recent pay plans suggest 
a more fundamental change in the structure of pay determination but as yet a 
concern with financial control has limited the extent of change. 

In conclusion, a number of overarching and related themes emerge. First, it has 
been apparent that attempts to radically alter the system of pay determination even 
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on the back of major organizational change cannot ignore well-established tradi- 
tions and practices. The government’s more flexible approach to pay has been 
forced to confront a national and unified career civil service founded upon uniform 
and integrated terms and conditions. Moreover, the use of ‘fair’ comparisons to 
determine pay has retained an important residual importance in terms of satisfying 
employee expectations. 

Second, the pursuit of change has had to address the issue of central financial 
control. The concern to retain such control has not only been seen to frustrate 
unions’ hopes through downward pressure on pay increases. It has equally been 
apparent in the tensions within the Official Side as the Treasury has confronted the 
Next Steps team and their drive for greater devolution of pay. 

Finally, the redesign of payment systems has been a difficult process. Difficulties 
are most apparent in the attempts to introduce individual performance-related pay 
schemes. These schemes have emerged in a number of guises over the years: initially 
for the higher grade in the mid-1980s; for most civil servants under the new 
agreements; and under the new HMSO system of salary progression. The design and 
operation of these schemes has differed but problems of various kinds have arisen 
with them all. Whether the government's recent attempts to extend and develop the 
principle of performance-related pay schemes are any more effective must remain 
an open question for the time being. 
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IN THEIR OWN VOICES: WOMEN 
COUNCILLORS IN NORTHERN IRELAND 


RICK WILFORD, ROBERT MILLER, YOLANDA BELL, FREDA DONOGHUE 





Based largely on in-depth interviews with the majority of women local councillors in 
Norther Ireland, this article addresses two substantive issues: the reasons for the numerical 
underrepresentation of women and the issue of gender difference. The authors illustrate and 
explore these questions within the context of both the councillors’ own responses and that 
supplied by a concurrent survey of the general population. While the councillors and the 
general population favour the increased representation of women in public office, evidence 
of a gender cleavage - while present — is perceived to be more potential than actual, given 
the dominance of the mutually reinforcing cleavages of nationality and religion. 

This research was financed primarily by a grant from the Nuffield Foundation and 
secondarily by one from the Lockheed Foundation, administered by Queen’s University, 
Belfast. The results cited from the wider probability survey are derived from an ESRC-funded 
project (‘The Political Participation, Interests and Attitudes of Women in Northern Ireland’ 
~- ROOO 23 2726) currently being undertaken by the authors. 

The authors benefitted from the comments of members of the ‘Gender and Power’ 
workshop at the 1992 session of the European Consortium for Political Research held at the 
University of Limerick, at which an earlier version of the paper was first presented, and from the 
comments of two referees, 


INTRODUCTION 


The advance of the women’s movement in Ireland has been inhibited by powerful 
political and cultural constraints (Beale 1986; Ward 1983; Loughran 1990). While 
feminists elsewhere wrestle with the intellectual challenges posed by post-modern- 
ism and debate the evidence of a backlash against feminism (Nicholson (ed.) 1990; 
Faludi 1991), women in Northern Ireland are still confronted with assumptions 
about gender roles that reflect traditional values. 

One apparent effect of these assumptions and their attendant constraints is the 
numerical underrepresentation of women in Northern Ireland’s political institu- 
tions, both before and since the introduction of direct rule in 1972.1 The conspicuous 
absence of women from indigenous political institutions is not, of course, a 
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phenomenon unique to Northern Ireland (Inter-Parliamentary Union 1988). Yet, in 
comparison to the rest of the UK (Thomas and Wormald 1989), women are signifi- 
cantly underrepresented in local councils and are marginally adrift of their counter- 
parts in the Irish Republic (Fawcett 1992). Of the 566 councillors elected to Northern 
Ireland’s 26 district councils in 1989, 60 were women, equivalent to 10.6 per cent of 
the total (Elliott and Smith 1992). In numerical terms, women in the region — as 
elsewhere (Darcy, Welch and Clark 1987) — tend to fare better through appointment 
rather than election to public office.” This article is based upon semi-structured 
interviews with 33 of the female councillors elected in 1989 and uses the information 
to address two central questions. First, it explores the reasons cited by the council- 
lors for the underrepresentation of women in Northern Ireland; secondly, it seeks 
to discover whether they believe that women have a distinctive contribution to make 
to the political situation in the region. To that latter end we sought to establish both 
the extent to which they perceived themselves to be different from their male 
colleagues and whether the councillors expressed a common set of interests akin to 
a shared gender identity that bridges the region’s endemic sectarian division. 

The question of identifying differences and similarities between men and women 
and their underlying causes (biology versus social construction) may be a hoary 
issue, but it is still a controversial one — especially among feminists (Daly 1978; 
Donovan 1988; Randall 1991). While contemporary feminism is distinguished by 
what Randall terms a ‘crisis of identity’ (1991, p. 515), the women interviewed here 
(only a minority of whom accept the feminist label) demonstrate a clear perception 
of what distinguishes them from their male counterparts in the public realm of local 
politics and express an arresting uniformity in their policy preferences. 

The uniformity of the preferred agenda is significant given the divisive experience 
of the women’s movement in Northern Ireland (Ward 1987; Evason 1991). Yet, the 
potential for cross-community and concerted action by the region’s few women in 
elected office appears to be just that: potential. While there is mounting evidence of 
cross-community action among women within the voluntary sector (Taillon 1992; 
Morgan 1992), in the formal realm of public representation the primary and mutu- 
ally reinforcing cleavages of nationality and religion tend to eclipse a nascent cross- 
cutting gender cleavage. 

The responses of the councillors are also set within the context of relevant data 
derived from a concurrent region-wide survey of approximately 1,400 women and 400 
men. This survey, among other things, supplies popular perceptions of male and 
female politicians and attitudinal data concerning the underrepresentation of women 
in public office, enabling a comparison to be made between popular and ‘élite’ thinking. 

Before turning to these substantive matters, a brief note on the nature of Northern 
Ireland’s political system will help to clarify the role of its local councils. 


THE PLACE OF LOCAL GOVERNMENT 


Since the introduction of direct rule, Northern Ireland’s political system has under- 
gone a massive upheaval. The local Parliament at Stormont was prorogued in 1972 
and its buttressing system of local government displaced and demoted. To replace 
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the latter, discredited as a bastion of discriminatory behaviour towards the minority 
community, a system of intermediate bodies was introduced. These bodies, 
appointed by the Secretary of State for Northern Ireland, assumed the major 
functions previously performed by local councils, leaving them with a rump of 
uncontroversial services described colloquially as ‘bins and burials’, respectively 
refuse collection and the disposal of the dead. 

For some two decades, with only brief interruptions in 1974 and between 1982 and 
1986, this reduced system of local government has provided the only locally based 
elected political arena (O'Leary, Elliott and Wilford 1988). Despite efforts by succes- 
sive British and, since 1985, Irish governments to restore a devolved consociation to 
Northern Ireland, this goal has proven elusive. Bereft of a regional tier of govern- 
ment, Northern Ireland is left with a host of nominated bodies and a skeletal 
form of local government. Thus, aspiring politicians enjoy an extremely limited 
opportunity to run for elected office. With just three seats for the European Parlia- 
ment and 17 for the UK Parliament, it might be assumed that competition for local 
government candidature would be intense. Yet, as we will see, this is not 
always the case. 

There is, in fact, some ambivalence about the local government system. On the 
other hand, the few powers it possesses offer only a limited inducement to those 
aspiring to a political career: there is, in short, little for councillors to do. On the 
other hand, as the sole local political forum the district councils provide the only 
means of articulating an agenda, invariably in relation to the high constitutional 
politics of Northern Ireland rather than the low politics of bins and burials. It is not 
uncommon for council meetings to be deployed by all parties as a means of 
rehearsing their conflicting constitutional aspirations and for the parading of mutu- 
ally exclusive cultural identities. Thus, while functionally impoverished, the sym- 
bolic value of local government in the region is significant. In part, this heavy 
symbolism may help to explain the paucity of women among the ranks of council- 
lors. To paraphrase Vallance (1982), ‘where the (symbolic) power is, women are 
not.’ 


SOME CHARACTERISTICS OF THE COUNCILLORS 


As mentioned earlier, the two major cleavages in the region are those of national 
identity and religious affiliation. Among our interviewees, 18 belonged to a unionist 
or loyalist (Protestant) party, eight to a nationalist or republican (Catholic) party and 
the remaining seven, drawn from both religious communities, to one of a number 
of non-sectarian parties or groupings (i.e. independents). 

In both occupational and educational terms, the respondents are untypical of the 
region’s female population. Working women in Northern Ireland are heavily clus- 
tered in three occupational sectors: clerical and related (25 per cent); catering, 
cleaning, hairdressing and other personal services (23 per cent); and education, 
health and welfare (18 per cent). Only one councillor worked in each of the first two 
sectors while the latter was significantly overrepresented: 19 (58 per cent) worked 
in the caring professions, mainly teaching (10) and nursing (six). Of the remainder, 
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three owned small businesses and nine (all but one of whom was retired) described 
themselves as full-time councillors. 

In educational terms, they were almost equally untypical of the female popula- 
tion. Almost two-thirds, 20 in ali, possessed either a professional qualification and/ 
or a university degree compared with 15 per cent of all women in the region. A 
further five had taken a commercial /secretarial course, two had left school with ‘O’ 
levels while the remaining six were unqualified, having completed their formal 
education at 14 years. 

Predominantly well-educated and middle-class, the councillors ranged in age 
from 29 to 78 years, with an average age of 54 years. All bar three either are, or were, 
married or enjoy a long-term stable relationship; six are widows; two are single 
parents with young children. Three are childless, whereas half the sample have 
grandchildren. While more than half of the sample (19) had not held an executive 
role within their respective parties, the remainder were actively involved at either 
branch or regional level. Of these, two had also held the office of Party Chairman 
(sic) — Alliance Party (APNI) and the Social Democratic and Labour Party (SDLP) - 
while a third had chaired the women’s section of the Ulster Unionist Party (UUP). 

A significant proportion of the councillors (42 per cent) explained their involve- 
ment in local politics in terms of family background. Thus, the ‘halo effect’ of 
coming from a known and politically active family described by Vallance (1979) is 
amply borne out. Twelve of the councillors either have or had a male relative who 
holds or has held public office in Northern Ireland, and a further two a male relative 
who held elected office in the Irish Republic. One of the interviewees is married to 
a current Westminster MP and local councillor; one is the daughter of a current 
Westminster MP; four are married to former Stormont MPs; one is the granddaugh- 
ter of a former Westminster MP; the remaining seven have husbands or other male 
relatives who are, or were, local councillors. With one exception, each of the 
respondents is the first woman in her family to hold elected office. How then, do 
the councillors, explain the absence of women from the region’s council chambers? 


UNDERREPRESENTATION 


The reasons cited by the interviewees for the underrepresentation of women can be 
grouped into a number of related but analytically distinct categories: psychological; 
familial; organizational; functional; patriarchal; and systemic. 

Among the psychological reasons, lack of self-esteem was presented as a major 
factor inhibiting women from contemplating a role in local politics. This was 
instanced not just as a generalized impression, but also as the direct experience of 
many of the respondents. All bar four were asked to stand by other party members 
and/or serving local councillors. It seems exceptional for women, irrespective of 
party, to consider themselves eligible for candidature. This is epitomized in the 
following remarks made, respectively, by a Sinn Fein (SF), an SDLP and an Ulster 
Unionist councillor: 


Someone turned up on my doorstep and said ‘T want to talk to you missus’: being 
a councillor had never entered my head; 
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I was asked after fourteen years in the party. I thought they were crazy in putting 
me forward. Never in my wildest dreams did I think I’d be a local politician. 


I didn’t want to go forward: I was happy being in the background. I only agreed 
to stand if they looked for someone else first. I was very hesitant. 


Such self-deprecation was offset by a small number of the women who observed 
that being adopted as a candidate is relatively unproblematic because of the short- 
age of people willing to stand. An Ulster Unionist put it this way: ‘To be frank, it’s 
the easiest thing in the world to stand for local government. The problem is to find 
enough who are interested’. This sentiment was echoed both by a member of the 
APNI and an Independent, reflecting on her first experience as a candidate when a 
member of the SDLP: ‘I got involved in the formation of my local branch and was 
asked informally to stand because it was difficult to get candidates. I was put up as 
a no-hoper’. 

Many of the women understood that they were ‘pushed’ or ‘shoved’ into candi- 
dature because men in their parties were unwilling to stand. This was expressed 
somewhat sardonically, by a Democratic Unionist Party (DUP) councillor: ‘The local 
party tried to get a good Christian man to stand: they couldn't, so I agreed.’ Across 
the communal divide, an SDLP councillor expressed self-effacement in clear terms: 


It never occurred to me to stand. I never thought I’d be good for anything. Like 
most women I suffered from an inferiority complex. It took someone, a man, to 
say “You have the ability and a contribution to make’. We [women] had the 
traditional view that we were the back-up for men: making the tea and the like. 


This lack of self-confidence appears to recede once the first stint in office has been 
completed and/or the first campaign fought. Having contested an election, the 
women became much more sanguine about their abilities. Evidently, it is the 
transition from toiling away in the background to becoming a public figure that is 
difficult. For that reason, a number of them considered that the political parties must 
actively recruit, train and encourage women to enter the public domain. Few 
believed that women in general lack the interest to become involved, though those 
with other family members in political office recognized that they were at an 
advantage: as one of them stated, ‘I had the know-how — most women don’t’ (DUP). 

As might be anticipated, the familial reason most often cited for underre- 
presentation is the differential responsibility of men and women for child-rearing. 
To that extent the presence of a supportive partner was deemed a vital factor 
enabling women to participate. However, many of the respondents believe that 
women not only put their families first, but that they should do so, postponing any 
public aspirations until their children are of school age, if not older. So, while a 
common complaint across the parties was the dearth of pre-school provision in 
Northern Ireland — the lowest in the UK (EOC 1990) — the view that husband and 
children should come first was widely held. 

Even in those relatively few cases where there existed an equitable domestic 
division of labour, some of the women acknowledged feelings of guilt about the 
amount of time spent away from their children. This was implicit in the comments 
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of a single and childless respondent who observed that not being a mother was ‘a 
significant advantage’. The impression gained is that even if there was the blanket 
provision of child-care facilities many women, having internalized traditional ex- 
pectations about motherhood, would defer any ambition to enter the public realm. 

The organizational constraints upon women were cited by a small number of the 
respondents and related mainly to the scheduling of council business, much of 
which takes place during the day ‘for the convenience of council officers’ (APNI). For 
those women in full-time employment and with young children this was seen as a 
significant obstacle. While similar problems must, presumably, affect male council- 
lors in full-time employment, attendance at evening meetings was, according to 
many of the interviewees, much more problematic for women. For those with 
young children or an elderly relative in need of care, support from a partner or a 
close (invariably female) relative was acknowledged to be a vital factor enabling 
them to participate in local government. A number of the respondents remarked 
that their parties should provide child-care arrangements so as to facilitate the 
involvement of women. Currently, only one party, Sinn Fein, pays the child-care 
expenses of its full-time councillors, 

The functional reason instanced by four of the respondents was the lack of powers 
available to local government, one of whom stated that ‘women are deterred by the 
little it has to do’. This small number suggests that the motives for involvement are 
other than the slavish pursuit of political power, a point made clear in relation to 
the systemic reasons discussed below. Much more frequently cited - by 19 council- 
lors in all-were views that can be grouped into a patriarchal category. One Independ- 
ent councillor summed up the attitudes of her male counterparts thus: 


You're a thorn as a female councillor. Men don’t want you there; they’d prefer 
it to be all-male. They want to be the dominant ones in the Council: it’s true 
everywhere’. 


A number of the women believed they were ignored or not taken seriously 
precisely because of their sex; another that men believed women ‘had no right to be 
there’ (UUP); and another that women tended to be ‘treated with condescension’ 
(SDLP). More generally, others referred to dominant cultural beliefs about ‘women’s 
place’ and Northern Ireland as ‘a man’s world’, which serve to undermine the 
confidence of women. While one councillor believed she had experienced overt 
sexual discrimination in her political career, a number felt they had been subjected 
to indirect discrimination. This was most evident in the practice of women being 
ghettoized by men into council committees deemed ‘women’s business’ (Home 
Safety Committees were frequently cited as the case in point). 

Though most of the women had not experienced sexual harassment, a small 
number responded in a more guarded fashion (‘Not yet’, or ‘I’ve been lucky so far’). 
Three (APNI, UUP and DUP) did state that they had been exposed to such behaviour. 
The DUP councillor’s experience tends to sum up their views: 


Yes and it’s pathetic. A little pat on the leg when you are disagreed with. Use of 
the words ‘love’ and ‘dear’. Eyed when you enter a meeting and winked at, 
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expected to make the tea: the list is endless. They tend to be the ones whose 
attitude to women is defined by a joke status. They seriously and continually 
moan about their wives and would chat-up a marble pillar if they thought it was 
female. f 


The ‘clubby’ nature of male councillors, discomfort with the male ‘ambience and 
context’ of politics, the ‘slaps on the back and drinks in the bar mentality’, were all 
cited as evidence of the culture of male exclusiveness and attempts to marginalize 
women. A much smaller number positively relished the company of men, one of 
whom (UUP) in expressing this view took the opportunity to decry women council- 
lors in general: ‘I get on better with men than women, even in my own party. 
They're not interested in politics, they're just do-gooders you know’. The 
countervailing view was much more evident, as will become clear when we turn to 
the issue of difference. 

The systemic reasons cited for the relative absence of women fell into two catego- 
ties. The first, which is related to the functional category, is the lack of opportunity 
for a ‘worthwhile’ political career given the limited role of local government. This 
was, though, linked to the remote prospect of a new tier of regional government: 
local government is not perceived as a stepping stone to other/ higher things. 
However, that perception is qualified by the fact that only a small minority ex- 
pressed a personal ambition to advance their political careers. Two, only, voiced the 
aspiration to become an MP, one of whom believed this to be unrealizable: ‘It’s pie 
in the sky because there are too many men waiting in the wings’ (SDLP). 

During the period the interviews were conducted, attention was focused on inter- 
party talks about restoring a devolved consociation to Northern Ireland. This raised 
the faint glimmer, extinguished in July 1991, of a regional assembly. Even so, only 
eight (three SDLP, one DUP, one Ulster Popular Unionist [UPUP] and three UUP 
councillors) envisaged themselves contesting a seat for such an institution. Three 
expressed much more modest ambitions, such as chairing a council committee or 
holding the largely ceremonial role of mayor and a further two to advance within 
their party. The majority eschewed personal ambition, preferring instead to work 
towards the improvement of local amenities and/or more generally to contribute 
towards peace and safety throughout the region. A service-orientation, perhaps in 
part related to their occupational profile and also to internalized assumptions about 
the nurturant skills of women, was evident. 

The other systemic reason advanced to explain female underrepresentation related 
to the region’s chronic political condition. A number of the respondents believed 
that women were deterred by the risks, both to themselves and their families, 
entailed in becoming a public figure. Predictably, perhaps, both Sinn Fein council- 
lors mentioned this as a major factor, one of whom had experienced the murder of 
her father, himself a local councillor, by loyalist paramilitaries. However, the 
overwhelming majority did not cite this as a deterrent to involvement in local 
Politics. In fact, more thought that women were put off by the ‘low calibre’ of local 
male politicians than any perceived physical threat. 

From the above, the interaction of psychological, familial and patriarchal reasons 
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emerges as the favoured explanatory syndrome for the numerical imbalance be- 
tween women and men. It is possible, of course, that certain of the interviewees 
were seeking to rationalize the absence of women in the local councils and/or to 
make general assertions on the basis of their own experiences. Yet the commonality 
of views is striking, especially since there is little to suggest concerted action or 
dialogue among them. 

In Northern Ireland’s denuded local government system, the paucity of formal 
powers does not controvert Vallance’s maxim ‘where the power is, women are not’ 
(1982). One might hypothesize that in the unlikely event of the councils regaining 
many of the powers that were stripped away in the late 1960s and early 1970s, the 
small number of women who now occupy council seats would be further dimin- 
ished. Self-effacement, attachment to traditional gender roles and apparently lim- 
ited public aspirations may serve to generate acquiescence among a number of those 
currently holding office, leading them to make way for male candidates. This 
would, however, deprive Northern Ireland of representatives imbued with qualities 
which both the councillors and the wider population believe distinguishes female 
from male politicians. 


DIFFERENCES OF SUBSTANCE AND STYLE 


The comparisons drawn by the interviewees between male and female councillors 
were varied and related to matters of style and substance. One substantive differ- 
ence hinged on the ostensible raison d'être of a politician, whether local or national: 
that concerned with party loyalty. Put bluntly, the majority of the councillors believe 
that partisanship has no place in local government. 

Two interrelated points are germane here. Firstly, that the practice of importing 
high politics into the council chambers was perceived to be a male preserve. 
Secondly, that their incursion into the council chambers was seen as preventing 
inter-party co-operation on a broad range of issues of benefit to all constituents. 

In one sense this is surprising. Possession of a party - and hence constitutional — 
label is almost de rigueur, emblematic as it is of the mutually exclusive aspirations 
of its respective traditions. Yet only two of the respondents, both Ulster Unionists, 
saw local government as an appropriate context within which to articulate their 
party’s constitutional objectives. Typically, the councillors drew analogies with 
social and community workers in describing their own roles, while their male 
counterparts were portrayed invariably as exponents of ideological warfare. (In- 
deed, one of the UK’s more redoubtable ideological warriors of late, Margaret 
Thatcher, was given short shrift by women from all parties for ‘behaving just like 
a man’. Those who felt the former Prime Minister had ‘let women down’ signifi- 
cantly outnumbered those who believed she had advanced women’s interests.) 

The preference among women for the casework, rather than the partisan, aspects 
of the councillor role has been noted elsewhere (Hills 1983; Hedlund 1988; Fawcett 
1992). But while not uncommon the criticism of partisanship is, in the charged 
political climate of the region, noteworthy. It may be that independent-mindedness 
is a product of the limited role played by local government: endowed with wider 
powers, the premium on party discipline would be heavier and the scope for 
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‘deviation’ much reduced. As things stand, not toeing the party line will do little 
damage, except perhaps to those seeking re-election or the few aspiring to a more 
elevated role in politics. Yet, the readiness of the interviewees to sublimate partisan- 
ship in the perceived interests of their constituents, coupled with the other differ- 
ences the respondents drew between themselves and their male colleagues, suggests 
that in sufficient numbers they believe that women can make a difference. 

This suggestion is bolstered by other studies which demonstrate the differing role 
orientations of male and female politicians, their differing issue orientations and 
certain behavioural differences between politicians of each sex (Diamond 1977; 
Vallance 1979; Sinkonen and Haavio-Mannila 1981; Welch 1984; Carroll 1989; 
Thomas and Welch 1991; Leijenaar and Mahon 1992). The implication shared by 
these studies is that the achievement of a critical mass of women in public office will 
generate qualitatively different policy outcomes. The evidence from our respond- 
ents tends to confirm this proposition. 

While only nine of the interviewees identified themselves as feminists (SDLP — 4; 
UUP — 2; APNI~ 2; DUP — 1), all voiced unequivocal support for equal rights, equal 
opportunities and equal pay. Moreover, they also expressed unambiguous support 
for the goal of equitable female representation, although they were generally op- 
posed to positive discrimination (notably quotas) as a means of increasing the 
proportion of women in public office. 

The fact that more equitable female representation was the desired goal of the 
respondents indicates not only a belief in proportionality, but also implies a changed 
political agenda. In the Northern Ireland case, of course, this relates most immedi- 
ately to ‘the troubles’. But while there was widespread deprecation of the sullying 
of local government by male councillors preoccupied with security and constitu- 
tional issues, none took the unqualified view that more women in public office — qua 
women would necessarily generate peace and stability in the region. Most, albeit 
somewhat reluctantly, acknowledged the imperatives of partisanship and national 
identity within Northern Ireland. This was aptly put by an SDLP councillor: ‘Within 
the party structures women tend to reiterate the party view. It wouldn’t make a 
difference across the party divide: the divisions are so entrenched. Women are as 
dyed-in-the-wool as men’. 

An Independent ruefully echoed this perception: ‘Women in a party machine are 
no different from men. That’s sad, but it has been my experience’. A slightly less 
bleak opinion was expressed by another respondent (SDLP): ‘If there were more 
women in politics here I couldn’t see that it would change things for the worse ~- 
though I couldn’t promise that it would change them for the better’. 

Such sentiments are countered by a number of factors: the propensity to present 
the role of councillor as one akin to that of a social/ community worker; the 
preparedness to act independently of party; the sheer frustration with the fact that 
high politics crowds out other issues. Taken together, they suggest that working 
with one another women could make an appreciable difference to the lives of the 
population. As a DUP councillor stated: 


Women bring in the more relevant everyday problems - the lack of pre-school 
places, tampering with education, the complete destruction of the health service 
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— but these issues take a back seat to security and the governance of Northern 
Ireland. There are so many things that don’t get the attention they merit. 


There was considerable agreement among the respondents about the issues that 
suffer neglect: child care, education, the health service, the care of the elderly, 
employment opportunities for young people. It is an unsurprising list, reflecting as 
it does the conventional nexus between the public arena and traditionally defined 
domestic roles for women: roles that are highly valued by the respondents. That 
these issues are familiar should not encourage contempt it merely demonstrates 
that resources directed towards these services in Northern Ireland are regarded as 
woefully inadequate. The widely felt frustration with this state of affairs was 
captured by a Sinn Fein councillor: ‘The issues that affect women are buried. More 
women means they will be brought to the surface. A lot aren’t dealt with because 
men think they are “women’s problems”. 

The existence of a common, if not openly shared, agenda suggests that there is the 
potential for cross-party co-operation among those ~ the majority — willing to lay to 
one side their party’s constitutional orthodoxies. Easy assumptions about sister- 
hood, however, need to be heavily qualified. Very few of the women had any 
connection to the wider women’s movement, or its constituent local groups. None 
had any history in the development of the women’s movement in Northern Ireland, 
although one member of the SDLP had, and does sustain, contact with the Women’s 
Political Association in the Irish Republic. Though there was agreement about 
certain policy areas, one SDLP councillor observed that her counterparts in the 
Unionist parties on her District Council voted, to a woman, against funding for a 
local rape crisis centre. Across the sectarian divide, a DUP councillor voiced exas- 
peration with her female colleagues: 


Unfortunately they don’t seem to give a tuppenny ticket. They steer very well 
clear of controversy even though they agree with me. I am sure when certain 
achievements are won it will be altogether different. I get most frustrated that 
they are not prepared to be more vocal and supportive. 


Besides rehearsing similar policy preferences, there was a striking level of agree- 
ment about perceived stylistic differences between male and female councillors. In 
general, men were portrayed as partisan, garrulous, irrational, and obdurate while 
women were characterized as pragmatic, practical, logical and hard-working. For 
example: 


I don’t think women are as dogmatic or as inconsistent as men. Believe it or not, 
I am quite convinced that it is women who are the logical sex. Our tendency is 
to look at things from both sides: men find that difficult (UUP). 


Women are far more rational, they’re shrewder. Because local politics is local and 
women know the community they can be more effective (SF). 


Women can offer so much in terms of ability, common sense and no-nonsense. 
Men waffle on whereas women are much more able to come to the point (DUP). 
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We don’t spend so much time worrying about saving face. Women are more 
prepared to discuss things and concede they may be wrong: they’re much better 
at that than men (SDLP). 


The composite self-image that emerges is of approachable, rational women, 
motivated by a concern to serve the wider community but who feel constrained by 
the dominance of security and constitutional matters. To that extent the councillors 
appear as marginal actors interested in issues themselves marginalized by high 
politics. This double sense of marginality was not, in the opinion of many council- 
lors, alleviated by the stated policies of the parties. 

At the time the interviews were conducted the SDLP, Sinn Fein (and the now 
defunct Workers Party) had each produced party documents on women, while the 
APNI and the DUP had spokespersons on women’s issues. The party that was 
perceived to have done little or nothing for women was the region’s largest, the UUP. 
This drew a mixture of resigned and acerbic comments from a number of its female 
councillors: 


I’m not aware of any party document on women: it’s a man’s domain, they only 
pay lip service to women, 


Policies on women are virtually non-existent. Of all the Northern Ireland parties, 
they are way down the list. Lip service only is paid to what women do, it’s pretty 
well a male preserve. . . it’s an uphill battle; 


Though women are the backbone of the party, it hasn’t formulated a policy on 
women’s issues. It disappoints me that we haven't. 


The majority of UUP women councillors were unaware of whether or not their 
party had even discussed ‘women’s issues’, although two chafed at the idea that 
there was such a category: ‘I'd rather we treated women as persons’; ‘I have a 
problem with “women’s policies”. I don’t know that we should have them particu- 
larly; I think we're all equal anyway’. More generally, the concept of a women’s 
agenda was uncontested by all respondents. 

Before turning to relevant contextual data derived from the wider survey, it 
appears that among the female councillors there exists a submerged rather than a 
transcendent sisterhood. The rifts of nationality and religion inhibit women in 
elected office from an overt expression of sisterly solidarity, thereby arresting the 
feminizing of politics across communal lines. This was exemplified by one of the 
Sinn Fein councillors involved in a campaign to prevent the closure of a local 
maternity hospital: ‘I was able to get involved only by leaving the party line out of it’. 


THE WIDER SURVEY 


Following the Anglo-Irish Agreement of 1985, policy makers in London and Dublin 
have designed a number of initiatives intended to foster among its inhabitants 
an appreciation that Northern Ireland is an amalgam of mutually enriching 
traditions and identities. If cultural pluralism of this sort took root it would, by 
eroding the foundations of mutual distrust and antipathy, represent the triumph of 
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post-modern values (Wilford 1992). Can women, any more than men, be the bearers 
of such values? Are they freer of the modernist alignments that bedevil Northern 
Ireland? 

At one level, the attachments of the councillors to home and family suggest that 
they are mired in the conventions of the sexual division of labour, postponing their 
own needs until those of others are met. Yet postponement is not a synonym for 
abandonment. The shared concern for improved child-care facilities and the unerr- 
ing support for equal rights and equal opportunities indicate a profound concern for 
enabling measures that challenge patriarchal assumptions about ‘woman’s place’. 
Together with the sense and sensibility ascribed to women by the councillors, it is 
tempting to assert that women can make a difference. 

This assertion finds broad support from within the general population as indi- 
cated by the results of our concurrent region-wide survey. Inter-alia, it disclosed that 
majorities of women and men support an increase in the numbers of women in both 
Parliament and local government, and that 38 per cent of women and 21 per cent 
of men believe that at least half of Cabinet seats should be held by female MPs. More 
pertinently, 45 per cent of women and one-third of male respondents agreed or 
strongly agreed that ‘in general things would improve if there were more women 
in politics’. i 

Thus, majorities of men and women would like to see more women in the public 
realm of politics and a significant minority of each sex believes that this would lead 
to a general improvement in politics. Additionally, significant majorities of women 
(63 per cent) and men (71 per cent) state that the level of confidence placed in an MP 
is independent of sex. This is both good and bad news for aspiring female politicians 
since it could be interpreted by selectorates as a reason for either increasing the 
proportions of women candidates or for maintaining the status quo. 

One pretext for the latter course is the assertion that women candidates are losers, 
but that itself is influenced by the relative ‘winnability’ of constituencies. While 
there is some support (36 per cent) for the view that women candidates lose votes, 
the wider population is much more inclined to agree (60 per cent) that the reason 
there are so few women in politics is because political parties do not provide the 
opportunities that enable women to enter the public realm. 

Reflecting the self-effacement of the women councillors, 80 per cent of the sample 
agreed that women are underrepresented because they ‘do not come forward to be 
considered as candidates.’ This does not, however, appear to be an exercise in 
‘blaming the victim’. Two-thirds of the sample believe their absence is due to 
generalized discrimination against women in public life. Further, majorities believe 
that women are possessed of the confidence (56 per cent) and have the right 
experience for political life (63 per cent), while 61 per cent reject the proposition that 
women are uninterested in politics. 

There is an accord between the expressed preference of many of the councillors 
to put their families above a career in politics and the views of the sample popula- 
tion: 63 per cent of women and 69 per cent of men agree that this is a major reason 
for the underrepresentation of women. But similar proportions, 65 per cent of 
women and 62 per cent of men, also agree that the hours and working conditions 
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TABLE 1 Characteristics of male politicians (%) 








Female Respondents F Male Respondents F 
(%) (%) (%) (%) 
Ambition 51 (18) Ability to lead 45 (13) 
Ability to lead 49 (14) Confidence 44 (17) 
Ruthlessness 43 (4) Ambition 43 (20) 
Confidence 41 (17) Hardworking 31 (29) 
Hardworking 31 32 Ruthlessness 31 (6) 








of political institutions suit men and not women. The implication is that structural 
reforms of those institutions, coupled with widespread provision of child care and 
concerted efforts by parties to recruit and train women for office, would yield new 
pools of public representatives largely unhampered by an electorate ill-disposed 
towards female candidates. 

There is also some congruence between the views of the councillors towards their 
male and female colleagues and the characteristics ascribed to male and female 
politicians by the wider population (see table 1). The first five (of 16) characteristics 
said to typify male politicians are: ambition (49 per cent); ability to lead (48 per cent); 
confidence (42 per cent); ruthlessness (40 per cent); and hardworking (31 per cent). 
Female and male respondents displayed some variance in the rank order of these 
traits. (The figures ascribed to these characteristics for female politicians in brackets.) 

Asked to typify female politicians, the first five characteristics identified by the 
total sample were significantly different: values the family (54 per cent); caring (50 
per cent); approachability (37 per cent); hardworking (31 per cent); and honesty (29 
per cent). In this case (see table 2), there was no difference in the rank order 
identified by female and male respondents. (Figures ascribed to these traits for male 
politicians are in brackets.) 

Besides being regarded as equally hardworking as men, female politicians were 
also believed to be more practical, better able to compromise, more principled, to 
have greater respect for the environment and to be virtually incorruptible (2 per cent 
of the sample thought female politicians were corrupt whereas 21 per cent believed 
this of their male counterparts.) 

Asked to specify those characteristics deemed both desirable and undesirable in 
politicians, the sample — both male and female — tended to place a higher value on 
the characteristics ascribed to female politicians. There were two exceptions: the 
capacity to provide strong leadership and ambition. However, the latter was ranked 


TABLE 2 Characteristics of female politicians (%) 


Female Respondents M Male Respondents M 

(%) (%) (%) (%) 
Values the family 55 (6) Values the family 50 (4) 
Caring 54 (6) Caring 40 (4) 
Approachability 39 (14) Approachability 30 (17) 
Hardworking 32 (31) Hardworking 29 (31) 
Honesty 30 (13) Honesty 26 (14) 


© Basil Blackwell Ltd 1993 


354 R. WILFORD, R. MILLER, Y. BELL AND F. DONOGHUE 


well below the ability to compromise, while the former was clearly distinguished 
from ruthlessness. Viewed as a virtual male monopoly, ruthlessness was cited by 
respondents of both sexes as the least desirable trait of a politician. 

In a divided society the premium attached to strong leadership is explicable but, 
seemingly, not at any cost. That a ‘strong religious faith’ is deemed by female and 
male respondents to be second only to ruthlessness as an undesirable characteristic 
of politicians, together indicate a distaste for bigotry. Moreover, the high value 
placed upon the ability to compromise suggests a desire for a style of political 
leadership that is coalescent and which, in large measure, is perceived to be the 
common property of women. And yet.... 


CONCLUSION 


It is incontestable that the mutually exclusive constitutional goals advocated by 
the contending parties - coupled with the readiness of ultras on either side to 
employ violence — are the rocks against which coalescence and conciliation invari- 
ably founder. Uncertainty about the future, and the chronic instability that attends 
it, marginalizes those qualities thought by many of the councillors and the wider 
population to characterize political women. At the same time it depresses those 
policy issues favoured by the councillors. As one of the latter put it: 


In Northern Ireland, more women in politics might take some of the raw edges 
off sectarianism . . . Most male politicians here can live happily with the violence: 
women can’t. Women will reduce sectarianism and enable women’s issues to get 
higher up the agenda . . . but only if they reject the prejudices of the past. 


That concluding phrase is a heavy qualifier. The pull of the past in Northern 
Ireland is immense. Should we expect women to be more immune from the tug of 
its history than men? To pose the question in these terms is perhaps to reveal a 
certain laxity of thought. Yet, within the context of a public generally supportive of 
increased representation for women and which values the distinctive traits ascribed 
to female politicians, it is tempting to conclude that the wider population believes 
women to have the future in their bones. Somewhat paradoxically, however, it 
seems to be a future in which women can make a difference by celebrating 
stereotypically modernist virtues which distinguish them from men and yet which 
are largely man-made. 


NOTES: 

1, Since partition, three women have represented N. Ireland constituencies at Westminster. In the 
course of its 50 year life, 29 women were returned to the 52 seat Stormont Parliament. In the short-lived 
78 seat Assembly of 1974, 5 women were elected, one at a by-election Four women were returned to 
the 1975 Constitutional Convention and four to the 1982-86 Assembly, both of which had 78 members. 
One woman has stood for election to the European Parliament Bernadette McAliskey (née Devlin) in 
1979. She was the last woman to sit at Westminster for a Northern Ireland constituency (Mid-Ulster) 
in the 1970-74 (Feb.) Parliament. 

2. Of 2,178 appointees to nomunated bodies in Northern Ireland, 516 (approximately 25 per cent) are 
currently held by women. Figures supplied by the Central Secretanat of the Northern Ireland Office, 
May 1991. 
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MEMBERSHIP OF THE ‘NEW STYLE’ HEALTH 
AUTHORITIES: CONTINUITY OR CHANGE? 


LYNN ASHBURNER AND LIZ CAIRNCROSS 


The 1989 White Paper ‘Working for Patients’ continued the process begun by Griffiths of 
managerial reform and the introduction of private sector concepts into the NHS. One of 
the new proposals was to change the composition and constitution of health authorities, 
both to avoid the assumed weaknesses of the existing format and to emulate the pattern 
found in the private sector. 

The essence of the change was the removal of the representational elements on authori- 
ties, both of medical professionals and nominees from the local authority. The health 
authorities were reduced in size to just eleven members and for the first time executives 
were included. Previous attempts at reform within the NHS have been judged to have 
resulted in more continuity than change. This article examines in detail who the new 
members are and assesses the balance between continuity and change. 

Despite a high level of continuity of membership, there are signs of more fundamental 
change. There is a significant increase in the proportion of non-executive members from 
the private sector and with the inclusion of executives, a stronger managerial role 
is emerging. The article concludes by assessing what the implications of these changes 
may be. 


I INTRODUCTION 


In 1989 the government White Paper, ‘Working for Patients’ (Department of Health, 
Cmnd. 555) heralded a new phase in the development of managerialism within the 
National Health Service. Griffiths (1983) had introduced the concept of general 
management and the attempt to bring in private sector managers. The 1989 reforms 
continued the trend of increasing the use of private sector values and models. 
The main focus of the reforms was the introduction of the concept of competition 
with the purchaser-provider split and the creation of trusts and GP fundholding. 
One of the least publicized but significant changes was to the composition and 
constitution of regional and district health authorities (RHAs, DHAs), family health 
services authorities (FHSAs) and the proposed trust boards for self-governing 
hospitals. The changes were the consequence of earlier criticism on the effectiveness 
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of health authorities and took the private sector board of directors as their model. 
The intention to strengthen the role of managers can be most clearly seen in this 
reform with the removal of a representative element on authorities and the enhance- 
ment of the managerial role over that of clinicians. 

This article looks at some of the data that are emerging from a large scale research 
project and presents this as a study of the impact of policy changes on the system 
of governance. It considers primarily the composition of the new regional and 
district health authorities and compares them with existing membership data on the 
pre-reform authorities. Little data were available on the composition of family 
practitioner committees (FPCs), predecessors of the FHSAs, and clearly there is no 
directly comparable data for the newly formed trusts, although some data on both 
of these new organizational forms are included. 

The questions of both the composition and role of the new health authorities are 
important, but this article focuses primarily on their composition, to assess how 
much of a break with the past this really represents. The article ends by raising 
several issues around what the policy implications of these changes are; the useful- 
ness of private sector models, the choice of non-executives, how to begin to assess 
if they are more effective and the balance of power between management and other 
groups. It is important to understand these changes if we are to be able to assess how 
the synthesis of public and private is developing and what the consequences are for 
the emergence of new models of public sector management. 


The membership of the ‘new style’ health authorities 

Several major changes have been made to the composition of health authorities. The 
previous tripartite system of membership, comprising professionals, generalists and 
local authority nominees, has been replaced by one which includes executives as full 
members, for the first time. Local authorities no longer have the right to nominate 
members and there is no obligation to include medical or allied members, on RHAS 
or DHAs. The size of authorities has been reduced to a maximum of eleven, from 
numbers that were previously usually in excess of twenty. With executives now 
taking five of the eleven places on RHAs, DHAs and Trusts, and professionals taking 
four places on FHSAs, this marks a significant fall in the numbers of non-executive 
members. 

The general manager, frequently renamed the chief executive, and the director of 
finance have places on DHAs and RHAs as of right. On the trusts, places are also 
allocated for a clinician and nurse member, leaving just one executive place open. 
All chairs and regional non-executives are appointed by the secretary of state, while 
the regional chairs appoint the non-executives for the districts and two ‘community’ 
non-executive directors for the trusts. The FHSAs have just one executive member, 
with the remaining places going to a pharmacist, a dental practitioner, a general 
practitioner and a nurse, midwife or health visitor. 

The emphasis in recruitment for non-executive members was on attracting busi- 
ness people, reflecting the ethos of the reforms which modelled the new authorities 
on the structure of private sector boards of directors. Non-executive members no 
longer serve unpaid, but receive an honorarium. The objective was to create health 
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authorities fundamentally different in character and membership to their predeces- 
sors. The declared purpose of the changes was to make them into more effective 
strategic decision-making bodies, operating in a more ‘business-like’ way. 

The changes in composition reflect a general trend in the public sector, part of the 
Thatcher government's ideological programme to roll back the state and to intro- 
duce private sector values and practices into what remained of the public sector. The 
1980s saw a trend away from ‘officers’ and ‘members’ towards a unified ‘board’ of 
executives and non-executives. These have ranged from full privatization, as with 
many public utilities, to loosely managed ‘quangos’ such as Training and Enterprise 
Councils and Housing Action Trusts. 

Although the model for the changes to health authorities is the private sector 
company board, in practice there are some important differences (FitzGerald and 
Pettigrew 1991). On the new health authorities, the number of members, both 
executive and non-executive is limited by statute and the role of chair and chief 
executive are always separate. Company directors are accountable to shareholders 
through the annual general meeting, but it is rare for there to be any formal line of 
accountability to either employees or consumers of the company’s product. Health 
authority members are formally accountable only to the secretary of state or higher 
appointing body. Company directors are financially liable, unlike members of 
health authorities. The freedom of action available to a health authority, however, 
is severely limited in comparison with most company boards: resources are politi- 
cally and economically controlled and allocated at a higher level — by the Depart- 
ment of Health for regions and by regions for districts and FHSAs. 

Membership changes have been accompanied by a change in the role of authori- 
ties. This article considers these only insofar as they reflect upon the nature of the 
changes in the composition of authorities. The RHAs and DHAs, formerly responsi- 
ble for the management and provision of health care services in the region or 
district, are gradually shedding this responsibility as the number of trusts grows, 
and developing a new role in assessing local health needs and purchasing health 
services to meet those needs. As management responsibilities are reduced, authori- 
ties are increasingly likely to merge, both DHAs with DHAs, and DHAs with FHSAs, 
creating a very different pattern of authorities for the future. The trusts, as provid- 
ers, are on the other side of this split. The formula for their composition, whether 
acute or community units, is the same as that for health authorities. 

Data on the characteristics of the members of the new health authorities are 
compared with past studies on the membership of the old style authorities and the 
extent to which the expectations of change have been realized, is assessed. Similar 
changes have been occurring in other public sector bodies and where data is 
available this will be compared. Do the new health authorities represent continuity 
with the past or the radical change intended? 


The research 

The study involved the collection of data from a variety of different sources: a 
national survey of all health authority members in 1991, interviews with members 
in ten case study sites, observation of health authority meetings and documentary 
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evidence such as reports, and minutes of past meetings. The questionnaire surveys, 
firstly, of all health authority members and, secondly, of first wave trust directors, 
were carried out shortly after their formation. Their objective was to gain data on 
who the new members were, their backgrounds, experience, motivation and expec- 
tations. The response rate to both questionnaires was exceptionally high with the 
health authority questionnaire eliciting a rate of 66 per cent, and the trust question- 
naire, 63 per cent. In both cases there was an even spread geographically and for 
different types of members. The case study sites comprise two RHAs, three DHAs, 
three trusts and two FHSAs, in nested hierarchies, within two regions. 


I THE CONTEXT OF THE REFORMS 


Historical development 

The NHS and Community Care Act 1990 is the latest in a long line of reorganizations 
in the National Health Service. Few areas of public service have experienced the 
same degree of organizational turbulence as that experienced by the NHS in the last 
twenty years. There has been a history of tension and debate between different 
interest groups about who should be members of the bodies created to run the 
health service and how they should be appointed. There have been two principal 
areas of conflict. Firstly the question of whether or not members should be ap- 
pointed in a personal capacity or as representatives of a particular group. Secondly, 
which group or groups, if any, should be represented on the authority. These issues 
go back to the founding of the NHS. A letter from Sir Walter Citrine, then General 
Secretary of the TUC to Bevan in 1948 illustrates the point: 


I attach great importance to the principle that these bodies shall consist of 
members appointed for their individual suitability and experience, and not as 
representatives or delegates of particular, and possibly conflicting interests. This 
means that the members of the Regional Boards and Management Committees 
could not be appointed to ‘represent’ the health workers and I could not agree 
to an alternative suggestion that has been put forward — that a proportion of 
members of these authorities should be appointed after consultation with the 
health workers (Quoted in Klein 1983, pp. 21-2) 


Richard Crossman introduced the principle of representative membership for health 
authorities in the 1970 Green Paper. From their creation in 1974, health authorities 
were composed of a combination of members appointed by the health profession, 
the secretary of state and local authorities. 

In 1982, district health authorities replaced area health authorities and the propor- 
tion of local authority nominees was reduced. This arrangement stood until the 
passing of the 1990 legislation. 

The history of the changing composition and structure of health authorities 
reveals a shifting set of relationships between the medical professionals, the man- 
agers, local authority representatives and central government. Culminating in the 
1990 Act, the rise of the health service manager appears to have been at the expense 
of the medical professional (except where they are one and the same) and the 
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representatives of local government. While Klein (1983) describes the 1948 NHS as 
representing a compromise between those who sought to limit responsibility for the 
health service to elected local government representatives and the medical profes- 
sionals, the new arrangements appear to represent at least a partial victory for 
professional managers over the former two groups. The perception of the trade-off 
between managerial efficiency and the representation of different interest groups is 
long established. 


‘Old style’ health authorities, private sector boards and comparative literature 
In the literature on the old style health authorities four approaches have been used 
to look at members. These are, the means of appointment; motivation; members’ 
characteristics and members’ roles. Our research includes a further category of 
members’ attitudes. 

` Much of the criticism of the old health authorities stemmed from the three 
different methods of appointment of members, and the consequent composition, 
which was perceived to lead to a lack of corporate identity. Lee and Mills (1982) 
describe health authority membership in the 1970s as resting on three quite different 
principles: ‘— the popular vote, syndicalism and patronage - giving rise to three 
clusters of potential interests of elected, professional and appointed members’ (Lee 
and Mills, p. 133). 

In attempting to combine management with representative responsibilities, health 
authorities were perceived to have failed to do either. Critics on the left argued that 
the representative role of health authorities should be strengthened and ideally 
members should be directly elected. Some believed that members lacked the sense 
of legitimacy that derives from direct elections and had thus been unable to claim 
to be representative of the local community. This limited their ability to be effective. 
From the right, writers like David Willets (1989) criticized the old authorities for 
being cumbersome and politicized. Health authorities were judged to be neither 
effective managerial nor representative bodies. As Willets comments, because they 
contained a mixture of people representing various interests and pulling in different 
directions, they make it difficult to create a sense of ‘purposeful local enterprise’. 

There has been some analysis of the motivation of members of the ‘old style’ 
health authorities. In a study of Northern and Yorkshire Regional Health Authori- 
ties, Elcock (1978) described members as ‘joiners’ who were involved in a wide 
range of voluntary activities. Ranade (1985) identified three kinds of motivation in 
members: purposive, solidary and obligation. The purposive members had instru- 
mental reasons for joining, which might include furthering political goals or for 
status; those motivated by solidary reasons gained satisfaction in the participation 
itself; while those who did so out of obligation might be described as having a sense 
of civic obligation or duty to a group: professional, political or community. 

Little research has been carried out into the characteristics of the members of the 
old health authorities, although there have been studies of other voluntary and 
public organizations. This literature focuses primarily on biographical details such 
as gender, ethnic origin, age, local connection, and employment. 

Researchers in the private sector have stressed the importance of the balance 
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between ‘insiders’ and ‘outsiders’ for boards (Selznick 1949; Pfeffer 1972) and the 
nature of the boards’ approach (Pahl and Winkler 1974; Pearce and Zahra 1991). 
These writers have all taken a rather cynical view of the effectiveness of boards in 
a managerial role. 

Pfeffer (1973) looking at hospital boards in the US, stressed their role in environ- 
mental linkages. Developing Selznick’s (1949) notion of co-optation and the idea 
that organizations are linked to the environment in which they operate, Pfeffer 
found that there was a relationship between the proportion of outsiders to insiders 
on the board, its size and organizational performance. Boards which depended on 
outside support, whether from local business people for funds or the community for 
support, were more likely to have larger boards with a higher percentage of outside 
directors. The most recent report, by Sir Adrian Cadbury (1992), on corporate 
governance in the private sector has recommended that the influence of non- 
executives should be strengthened and that the majority of non-executives should 
be free of any business or financial interest in the company, i.e. ‘outsiders’. 

Ranade (1985) looked at who the members of the old style health authorities were 
in relation to their observed behaviour. She developed a typology of six ‘roles’: 
specialists, strategists, loyalists, backbenchers, representatives, and missionaries. 
These related to their ‘sense of representation’ and motivation. Only the strategists 
and specialists brought new issues to authority agendas or attempted to change or 
enlarge the mechanisms for member involvement. They were the only types to have 
purposive motives, apart from the missionaries who might either be purposive or 
there because of a feeling of obligation to another group. 

However both Ranade and other writers such as Day and Klein (1987) identified 
a high degree of role confusion among members. Role confusion or ambiguity was 
the result, they argued, of both the members’ formal positions as agents of the 
secretary of state, while being expected to be responsive to local needs, and of the 
tripartite composition of health authorities. 

Linked to members’ role confusion was the lack of a corporate identity. Day and 
Klein (1987) contrast the ambiguity and uncertainty surrounding the health author- 
ity roles and objectives with the clarity of goals and confidence of the members of 
water authority boards. This lack of role confusion and sense of corporate identity 
appeared to be a direct result of their shared language of accountability. This shared 
currency as Day and Klein call it, is itself the outcome of a consensus among all 
those involved about the objectives of the water authorities, and therefore the 
criteria on which performance could be judged. Day and Klein argue that the 
consequence of role confusion and lack of corporate identity, for health authorities 
has been limited effectiveness and a reactive management style. 


IT EMPIRICAL DATA 


Continuity of membership 
The survey data shows that over 73 per cent of chairs and non-executives had 
previously been health authority members. This is a very high degree of continuity 
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and suggests a similar trend to that identified by Elcock (1978), following the 1974 
restructuring. He found that less than a quarter of the members interviewed were 
new to health service management. The remainder had been employees or served 
on the old management boards. 

The proportion of continuing members was as high as 80 per cent in three regions 
and the greatest degree of continuity was among chairs, where more than nine out 
of ten had previously been authority members for at least one year. This high degree 
of continuity, combined with the appointment of executives, might suggest that 
radical change in the approach and operation of the new authorities is unlikely. 

The degree of continuity revealed by these figures appears to contrast with the 
conclusions of Ham and Matthews (1991) who described the new authorities as 
‘very different’ from their predecessors. Although some previous members may 
have joined the new authorities with a different ‘label’, the critical factors are the 
greatly reduced numbers of lay or non-executive members and the characteristics of 
both those members who were dropped and those who were new. 

Interviews with regional chairs and general managers (Ashburner and Cairncross 
1991), revealed that those members dropped were often the inactive ones or those _ 
at one or other extreme of the political spectrum. These factors, combined with 
reduced size and the emphasis on recruitment from the private sector, is likely to 
account for the difference in ‘feel’ described by Ham and Matthews. At a time of 
such major policy change a strong measure of continuity can be an important 
mechanism for providing some stability. The question is, will the weight of prec- 
edent and tradition affect the ability of the new authorities to become markedly 
different bodies from their predecessors, or will the changes that have occurred be 
sufficient to introduce more radical change? 


Means of appointment and composition 

All the non-executive members of the new health authorities were appointed 
through a system of patronage. RHA members and DHA and FHSA chairs were 
appointed by the secretary of state, other members were appointed by the regional 
chair. The criteria for the recruitment and selection of non-executive members was 
based upon personal qualities rather than as representatives and does not appear to 
be radically different from those in the past. The survey and interviews reveal that 
word of mouth was the main method of recruitment. 

This feature of the recruitment process may have been partially responsible for the 
high level of continuing members but its very restrictive nature can be viewed 
critically. It increases the likelihood that those recruited would not just be of similar 
background but also hold similar views on the central issue of the NHS reforms. 
This raises the concern that a limited overview of issues, will result. Although 
‘representation’, as a concept, had apparently been rejected, the Department of 
Health saw as desirable and pressed for, greater ‘representation’ of women and 
ethnic minorities. 

In most cases, chairs and chief executives at the local level were given a fair degree 
of autonomy to nominate a short-list which was then approved by the secretary of 
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state. The main influence from the centre was indirect, via guide-lines on how 
regions were to interpret public statements by politicians about the need for a more 
‘business-like’ NHS. Data from the case study regions showed that whilst new 
business members were actively sought, the primary aim remained to produce 
authorities with a broad base of experience. At a district level this occasionally 
resulted in the appointment of people known to be of a differing political hue to the 
government. 

Compared with non-executives, there was little debate or guidance on the criteria 
regarding the selection of the executive members. These were formally appointed by 
the chair and non-executive members. The overwhelming majority of authorities 
selected their director of public health, compared with only 13 per cent who had a 
director of nursing or similar. Several general managers described the ‘problem’ 
faced by authorities in selecting just two or three executive members from their 
senior management team. 

The retention of the patronage system in combination with the removal of local 
authority nominees may well help to reduce the problems previously identified, of 
a lack of corporate identity. With a consensus on the aims of the reforms, the 
argument becomes one of means rather than ends and ‘corporate identity’, in this 
context, might be interpreted as lack of dissension. This may result in consensus and 
give the illusion of strong corporate identity but it is debatable whether this neces- 
sarily increases the effectiveness of the authority. Without a broad base of opinion, 
the range of debate on key policy issues would be reduced. 


Motivation 

Members rarely gave one reason for joining the health authority. The primary 
motivation was the opportunity to exercise skills and experience gained elsewhere 
(65 per cent) followed closely by a desire to contribute to society (64 per cent). 
Others mentioned were an interest in health issues and a commitment to the NHS. 
There were few differences between the responses of members from different types 
of authority and from new and continuing members. 

More than two in five non-executives included in their list that they had joined ‘to 
represent the interests of local people’. There was little difference between new and 
continuing members, but there was a difference between men and women. More 
than half of women chairs and non-executives (55 per cent) included this, compared 
with just one-third of the men (34 per cent). A large majority had a strong commit- 
ment to the idea of some public service or voluntary work, with more than four in 
five agreeing that ‘it is important to dedicate some time to public service and 
voluntary work’. 

Many health authority non-executive members might be described as ‘élite volun- 
teers’ or ‘active citizens’ on whose help much government policy depends. The 
health service is in competition with a variety of other areas of public service and 
voluntary activity for its non-executive members. In our study only a quarter of 
members (26 per cent) have held no other public appointment, with the proportion 
highest amongst chairs. Over one-third have been local authority councillors, indi- 
cating that political connections are still important. School or college governors 
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formed the largest group at 40 per cent, with councillors at 14 per cent and JPs at 11 
per cent. 

Elcock (1978) in his study of two RHAs, described those members who were 
involved in a wide variety of voluntary activities, as ‘joiners’. In his study, 55 per 
cent of members were school or college governors and nearly two-fifths were JPs, 
suggesting that there has been a decline in the numbers with other public appoint- 
ments. In our study, lower percentages of new members than continuing members, 
have held other public appointments. 

Almost half of non-executive members (46 per cent) have been involved with a 
charity but less than 18 per cent have been in a political party or a health services 
user group. In some regions voluntary and community bodies served as a network 
for recruiting members. Many of Elcock’s (1978) joiners were chairs and secretaries 
of other bodies, and the NHS professional members were active in ways associated 
with their work: for example, the BMA. Over half of lay members were members of 
political parties and more than two-thirds active in voluntary associations. As with 
public appointments, the trend shows a decline in the levels of activity. Again the 
involvement of continuing members in voluntary work was higher than that of new, 
at 40 per cent of new, compared with 55 per cent of continuing members. 

Since many members have other voluntary and public responsibilities, their time 
can be considered a scarce and valuable resource and their motivation grounded 
primarily in altruism. This is borne out by the attitudes to the introduction of the 
honorarium. Six out of seven members said that this was not a factor in their 
decision to accept appointment (86 per cent). 

There was a difference in the responses of new and continuing members. One in 
ten (10 per cent) of the continuing members said that the honorarium had been a 
factor, compared with a quarter (25 per cent) of the new members. This is one of the 
more striking variations between the new and continuing members. This can be 
accounted for by a combination of factors, including the expectation of people from 
the private sector that payment accompanies directorships, the inclusion of more 
self-employed, and the requirement of some private companies for recompense for 
their employees’ time. 

There are three main implications from the data so far. Firstly, whether the new 
members will have the same degree of involvement as in the past. The non-executive 
members of the new health authorities emerge as a group motivated by a combina- 
tion of altruism and a desire for personal development. This forms an interesting 
comparison to Ranade’s typologies of purposive, solidary and obligation. Now, 
fewer people appear to be joining for purposive reasons. Ranade saw the purposive 
members as those most likely to contribute to the agenda and affect the degree and 
form of member involvement. 

Secondly, membership of the new authorities is seen as an opportunity to use 
skills already acquired and also to develop new ones. These may have been a 
motivation for joining but if opportunities to do this are not available, they may 
reduce the motivation for remaining. Thirdly, the declining levels of involvement in 
public and community activities suggests that the differences between new and 
continuing members may be significant. 
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Members’ Characteristics 


Executive appointments: Executives have become members of their health authorities 
for the first time. Besides the chief executive and finance director, over 80 per cent 
of districts have appointed the director of public health. Despite the wide variation 
in titles, it appears that half of the districts have appointed an executive with 
responsibility for planning and/or contracting. One in five DHAs have a director of 
quality but fewer have appointed a nurse to the executive, although some directors 
of quality came from a nursing background. Three out of twelve (25 per cent) RHAs 
have a human resources director on the executive, but only one in twenty DHAs 
does. Nursing and personnel are the functions least likely to be represented on the 
authorities. 

Gender: The proportion of women members has fallen with the formation of the new 
health authorities (table 1). On the old style authorities (King’s Equal Opportunity 
Task Force 1990), women comprised 35 per cent of RHA and 34 per cent of DHA 
members, compared with RHAs now having just 20 per cent women and the DHAs 
24 per cent. FHSAs have the highest percentage of women members, at almost a 
third. Three-quarters of all members are men as are nearly 90 per cent of general 
managers. The proportion of women is lowest among the executive members. 

These figures have led many regions to take positive steps to spread the recruit- 
ment net wider by advertising and including more women’s organizations. The 
issue of women executives can only be addressed by longer-term strategies such as 
those in the Opportunity 2000 initiative. A recent report by the Equal Opportunities 
Commission (1991) and NHS data (NHSME 1992) highlight t the under-representation 
of women in management. Just 18 per cent of managers are women compared with 
79 per cent of women in the total NHS work-force. 

Figures from other parts of the public and voluntary sectors indicate that health 
authorities are not untypical. In the polytechnic and higher education sector, Bastin 
(1990) found that women comprised less than 20 per cent of independent members. 
On housing association management committees 30 per cent are female (Kearns 
1990), as are 20 per cent of local authority councillors (Widdicombe, 1986). The 
figures from the private sector are much lower. One study (Heidrick and Struggles, 
1987) shows that 93.8 per cent of Fortune 1000 directors were men. 


Ethnic origin: More than 99 per cent of chairs are white and there were no black or 
ethnic minority general managers (table 2). As with gender, the percentage was 
highest for FHSAs at 3 per cent, and lowest for RHAs, at 1 per cent. 


TABLE 1 Gender by type of member 





N=1988 (all) Male Female 
% % 
General manager 89.2 10.8 
Executive 77.2 22.8 
Chair 74.2 25.8 
Non-executive 69.8 30.2 


TOTAL 73.2 26.8 
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In the population at large, 94.4 per cent are classified as white (OPCS 1991). Three 
of the Thames regions are above average in the proportions of black and ethnic 
minority members on health authorities, as are Yorkshire and West Midlands. 

The King’s Fund survey (1990) found slightly higher proportions of black and 
ethnic minority members in RHAs and DHAs of ‘about 3 per cent’, but none were 
chairs. Almost one-third of the black and ethnic minority members were ‘profes- 
sionals’, which might partly account for their present higher percentages on FHSAs. 
Elsewhere, housing associations have a higher proportion of black and ethnic 
minority membership on management committees (5.8 per cent). On private sector 
boards (Heidrick and Struggles 1987), the 93.8 per cent of male directors were also 
white. 


TABLE 2 Ethnic origin by type of member (all) 








N=2077 White Asian African Caribbean Other 
% % % % % 
Gen. Manager 100 0 0 0 0 
Executive 98.4 0.7 0 0.2 0.7 
Chair 99.5 0.5 0 0 0 
Non-exec 97.5 15 0.2 0.4 0.4 
TOTAL 98.1 11 0.1 0.3 0.3 
(2037) (23) (3) (6) (8) 





Gender, race and representation: The gender and ethnic data again raises the issue of 
the selection and appointment of members and complex questions about represen- 
tation and role expectations. Are they needed to represent the interests of women 
or ethnic minorities ‘as a class’? This has implications for how the representative role 
is to be played out and perceptions of accountability. The reasons for wishing to 
increase the proportions of women and black and ethnic minority members on 
health authorities need to be clarified to avoid role confusion for those appointed. 
If representation of a class of users is sought, an individual’s links with these groups 
would be one criterion in selection. 


Age: The Department of Health encouraged recruitment of non-executive members 
who were still working or only recently retired. More than two in five chairs, and 
over one in five non-executives are aged 60 or older. The majority of chairs and non- 
executives are aged between 45 and 59, but over two-fifths of general managers and 
executive members are aged between 30 and 44, revealing a significant, but not 
surprising, difference in age. 

Although there are no non-executive members of RHAs under 30, overall they 
have a younger membership than DHAs. DHAs have more than double the number 
of chairs and non-executives who are aged 60 or above (32.1 per cent) compared 
with regions (15.5 per cent). 

The majority of non-executive members are aged between 45 and 60, as in Elcock’s 
RHA study (1978). This is similar to the pattern on polytechnic and college boards 
where 54 per cent of independent governors were aged 50 or above (Bastin 1990). 
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TABLE 3 Age by type of member 








N=2099 Under 30 30-44 45-59 60-64 65 and over 
% % % % % 
Gen. Manager 0.6 45.5 51.5 2.4 0 
Executive 0 47.5 470 5.0 0.5 
Chair 0 4.4 53.7 261 15.8 
Non-exec. 0.3 21.7 55.6 16.4 6.0 


TOTAL 0.2 271 53.4 14.0 5.3 


Health authority members are younger than their private sector equivalents with 
two-thirds of Fortune 1000 directors over 55 years old (Heidrick and Struggles 1987). 


Local connection: The Department of Health was keen to see people with a local 
connection appointed to health authorities. Rees (1990) quotes a person specification 
for new health authority members distributed at a 1989 CBI conference which 
suggested that members should live or work in the area. Around one in eight chairs 
and non-executive members live and work outside the health authority area with 
this percentage being slightly higher in the Thames regions. 

The importance of a local connection may depend on the role of the non- 
executives. A member with a network of contacts with local community and 
voluntary groups will inevitably have a local connection. Where a member is 
expected to play a broad strategic role, this may be less important. What may be 
important for all members is that they are seen by the public to have some local link, 
especially if DHAs are to play the role of ‘champions of the people’. 


Present or most recent employing organization: On RHAs and DHAs, there are greater 
proportions of chairs and non-executives from a private sector background, than 
there are from the public and voluntary sectors. There are also large percentages of 
self-employed who are predominantly in white collar private sector work (table 4). 

About a quarter of chairs and non-executive members are currently or most 
recently employed in the NHS or other public sector employment. More than one- 
third of FHSA chairs and non-executive members are self-employed compared with 
just under a quarter on RHAs and DHAs but this difference is largely explained by 
the presence of professional members on FHSAs. The non-executives bring with 
them a variety of experience and expertise from different sectors of the economy, 
with at least one in ten from the NHS itself, but there are significant differences 
between the new and continuing members. More than two in five new members (41 
per cent) are or were recently employed in the private sector, compared with just 
over a quarter of continuing members (28.2 per cent). The proportion of new 
members from the public sector, excluding the NHS (9.9 per cent), is almost half that 
of continuing members (18.9 per cent). Some incremental change does appear to be 
taking place in the composition of health authorities. 

The employment background of chairs and non-executive members is similar to 
that of councillors and the population at large. Widdicombe (1986) found that 61 per 
cent of councillors came from the private sector, while Jowell and Witherspoon 
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TABLE 4 Present or most recent employing organization by type of authority 











(chairs and non-execs. only) 
N=1463 RHA DHA FHSA Total 
% % % % 
Private (manufacturing) 24 20 8 15 
Private (service) 9 21 13 17 
Self-employed 24 23 36 28 
NHS 12 8 20 14 
Other public sector 12 17 16 16 
Voluntary sector 7 7 5 6 
Other 12 4 3 4 











(1985) found that 63 per cent of the population worked in the private sector. 
Lachman (1985) found that members from the public sector were better able to 
recognize the operation of political influence and external political coalitions. 


Employment status: The self-employed (23 per cent) and those in full-time employ- 
ment (42 per cent) make up the majority of members, with 20 per cent retired and 
a further 16 per cent not in full-time employment. This has implications for the 
amount of time that members are able to devote to the authority. Half of new 
members are in full-time employment, compared with less than two in five (38 per 
cent) continuing members. More than two-thirds (70 per cent) of men are in full- 
time or self-employment, compared with two-fifths (41 per cent) of women. Com- 
pared with CHC members (Klein and Lewis 1976), local authority councillors 
(Widdicombe) and higher education boards of governors, similar proportions of 
health authority non-executive members are retired, although a higher percentage 
are in full-time employment. 

Differences exist in the time commitments of new and continuing members. While 
the majority of new members (56 per cent) expect to spend between 11 and 30 days 
a year on health authority matters, the majority of continuing members (56 per cent) 
expect to spend more than thirty days a year. That new members expect to spend 
less time on authority business may have implications for the speed with which they 
become familiar with all the authority’s roles. 

Much depends on the extent to which health authority members are expected to 
perform tasks outside the formal meetings. In the old authorities, it was often only 
a few members who performed these other functions. This remains the case with the 
new authorities, where the appointment of associate members has served to ease the 
pressure. 


Qualifications: The majority of members have a degree and more than two-thirds 
have a professional qualification. Nearly two-thirds of executives have a higher 
degree and more than four-fifths have a professional qualification. The executives 
are better qualified than the general managers, and the non-executives than the 
chairs, with degrees and professional qualifications. General managers and chairs 
are ahead for management qualifications. This represents little change since Elcock 
(1978) who found that the majority of RHA members held a university degree and 
a professional qualification. 
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Health authority members are well qualified in comparison with the population 
in general, where 5 per cent has a degree or equivalent (OPCS 1983), and other 
groups such as local authority councillors. Widdicombe (1986) found 22 per cent of 
councillors and 23 per cent of CHC members (Klein and Lewis 1976) had been 
educated to degree or equivalent level. There is a lack of comparable survey 
information about the qualifications of private sector board members. 


Private sector board membership: Just over half of the new health authority chairs and 
over one-third of non-executive members hold company directorships but less than 
one in twenty are in companies employing more than five hundred people. A 
Department of Health brochure at the 1989 CBI conference stated: ‘If you have 
experience of large-scale organizations, you will be particularly welcome’ (Rees 
1990). Directors of large companies are likely to be difficult to recruit, and the 
honorarium is unlikely to be a major influence since they would receive much larger 
sums for non-executive directorships in the private sector. This is where altruism 
needs to play a part. 

Heidrick and Struggles found that 63 per cent of Fortune 1000 directors are chief 
executives of other companies. On polytechnic and CHC boards of governors, less 
than one-third of independent governors are the chairs, chief executives or manag- 
ing directors of registered companies (Bastin 1990). 


Members’ roles 

Although this is not the main focus of the present article, some data are included, 
as they assist in the assessment of the significance of the membership changes. The 
research was interested in the members’ perceptions of their role early in their 
appointment since this may inform our understanding of the operation of the 
authorities and their effectiveness. 

The main question to be addressed is whether the members of the new authorities 
are experiencing the role confusion that was common amongst members of the old- 
style authorities. Day and Klein (1987) saw this as relating to the individuals 
themselves not being clear as to what their precise role should be. From Ranade’s 
(1985) typology of observed roles, members came to authority meetings with a wide 
range of objectives and expectations which resulted in a confusion of different roles 
being played out within meetings. 

Ranade’s six types of member have not all survived the changes to the composi- 
tion of health authorities. Only specialists and strategists are sought, and do in fact 
predominate although the occasional loyalist and missionary may still be found. 
There is less room now for backbenchers, and representatives are openly discour- 
aged. Extensive observation of authority meetings has shown that the new compo- 
sition has created authorities where the members share a broad consensus. 

What the interviews have shown is that most new members are reluctant to voice 
differences of opinion until they feel they have sufficient grasp of all the relevant 
issues. Most members who had experience on both the old and new style authorities 
felt that the most significant change was the reduced numbers. A minority of 
experienced members expressed the view that there was far less debate on many 
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major issues. And what the selection process shows is that people with views that 
differed from the predominant political doctrine were less likely to be nominated. 
Despite the fact that members came from a wide range of backgrounds and expe- 
riences, the level of consensus on most issues was such that a high degree of 
conformity was contributing to the so called ‘corporateness’ (Ashburner and 
Cairncross 1992). 

One important element of ambiguity remains. Members differ on their feelings of 
accountability. The removal of representatives from the authorities, and the freedom 
to reduce the number of meetings open to the public have raised criticism that they 
are less accountable. This may be viewed as a trade-off between democratic control 
and managerial effectiveness, but it also needs to consider just how accountable the 
old authorities were. Clarity on this issue is important if members are ever to be 
faced with decisions relating to fundamental priorities. 

Health authority members feel that they have multiple accountability, upwards, 
downwards and along. The feeling of downward accountability was lowest at RHA 
level and among chairs, but was strong elsewhere and this suggests that there has 
been more continuity than change when compared with the old authorities. Day and 
Klein (1987) found members saw themselves as accountable to a variety of bodies, 
with ‘responsibility downwards to people in a somewhat paternalistic sense was 
more important than accountability upwards to the secretary of state’. 

There were some differences between the roles of the executive and non-executive 
members. The previous experience of most executives was limited to attendance in 
a reporting role, and our study has shown that many executives continue to 
contribute primarily in their specialisms. Interviews with executive members 
showed that they were seldom included in the training process for new members. 
As full members they should perform a much wider corporate role, but this may be 
inhibited by the pressure on executives to present a unified corporate view to the 
authority. As many executives said in interview, they were unwilling to openly 
challenge the general manager, despite the fact that within meetings they were of 
equal status. 


Members’ attitudes 
A key aspect of the reforms was to introduce a more business-like approach to the 
management of the health service and to model the new authorities on private sector 
boards. This may be viewed as an attempt to change the culture of the NHS and to 
develop private sector values within the reformed NHS, to accompany the private 
sector structures of the internal market. The extent to which such a large-scale 
restructuring is dependent upon changing the culture, which has traditionally been 
seen as a ‘brake’ on previous reforms, has yet to be fully assessed. Ashburner and 
Ferlie (1992) conclude that as the reforms continue to evolve, cultural change is more 
likely to occur. An important part of this analysis is the attitudes of the new 
members to the health service and the reforms themselves, which have an important 
influence on strategic policy making. 

There has been no comparable research on the attitudes of members on the old- 
style authorities. The questions in the main survey related to members attitudes 
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towards the NHS in general and to the NHS reforms in particular. Some clear 
differences of opinion emerged relating to employment background and between 
the executives and the non-executives. 

Non-executive members from the private sector were more likely to agree that the 
NHS had sufficient resources to do a good job, were slightly less likely to feel that 
the NHS provided good value for money, but considerably more likely to believe 
that there was a need for competition (Ashburner and Cairncross 1992). Almost half 
of all executives disagreed with the statement that ‘competition and the internal 
market are needed to make the NHS more efficient’, compared with 13 per cent of 
chairs and 27 per cent of non-executives. Similarly, 29 per cent of executives 
disagreed that ‘Working for Patients’ would result in better care for patients, 
compared with 3 per cent of chairs and 17 per cent of non-executives. 

That the differences in attitude between the executives and non-executives seldom 
manifested themselves at authority meetings can be accounted for by the practice of 
most executives of meeting prior to the authority meeting to discuss the agenda 
items and reach a consensus and their previously discussed reluctance to voice a 
personal view within the meetings. 


IV CONCLUSION 


Continuity or change? 

The high degree of continuity of membership of the new authorities would not 
appear to present a major obstacle to change and the implementation of the NHS 
reforms. The level of continuity suggests some stability for authorities in a period 
of rapid change and uncertainty and in fact partially disguises the level of real 
change which has occurred. Although the figures resemble those of Elcock in the 
1970s, there is evidence that differences are emerging in the characteristics of 
members. 

The main distinguishing features between new and continuing members are that 
higher proportions of new members come from the private sector, they are more 
committed to the NHS reforms and are less likely to have other public appointments 
or be involved in community related activities, and they also have less time available 
for authority related work. 

More recent data on the composition of trust boards shows that 65 per cent of non- 
executives are new to the NHS and two-thirds are from the private sector or self 
employed (Cairncross and Ashburner 1992). Although this adds weight to the 
argument that this represents a radical change, the difference in function between 
the health authorities and trusts, is an important variable. The trusts may be said to 
more closely resemble business structures, whereas other authorities are less in- 
volved in line management and increasingly concerned with purchasing and needs 
assessment. 


Discussion 


Policy implications: The changes in composition of the new health authorities imply 
a radically different conception of the relationship between policy makers and the 
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executive, and between the public sector and local residents, from that which has 
traditionally occurred in the British welfare state. The separation of executive from 
policy makers or legislators is a long-established principle of democratic govern- 
ment. Equally well established is the idea that there should be some line of account- 
ability linking governors with the governed. During the 1980s, these two principles 
have been progressively brought into question. 


Implications of the private sector model: Does the desire for increasing managerial 
control of the NHS necessarily mean that the private sector should be the model? As 
Lachman (1985) shows, non-executives from other public sector bodies may have a 
greater awareness of the context within which the NHS operates. Certainly the model 
of private sector boards of directors may not be ideal, since Pfeffer (1972) and others 
have thrown doubt on the effectiveness of boards in a managerial role. The empha- 
sis within the White Paper is that the NHS should be run in a ‘more business-like 
way’, rather than as a business. The significance of its public funding base and the 
issue of accountability make it distinctive from any private sector organization. 


Implications for the choice of non-executives: On the practical side there is the question 
of the time members have available and the level of turnover. The new members are 
increasingly ‘outsiders’ who take considerably longer to familiarize themselves with 
the operations of their authority and become fully contributing members. A ques- 
tion as yet not possible to answer is whether the new authority members will have 
the ‘staying power’ of their predecessors. All of these factors have implications for 
the efficiency of the authorities’ operations. The balance between ‘old style’ and 
‘new style’ members needs to be carefully assessed. 

The question also arises of whether the type of non-executives sought by different 
types of authority needs to vary. How useful is it for a purchasing organization to 
have non-executives from local businesses or industry rather than the local commu- 
nity or other purchasing groups? 


Implications for increasing effectiveness: The aim of the reforms, to make the authori- 
ties more effective, strategic, decision-making bodies, addresses the criticisms of the 
old-style authorities, that there was a high level of role ambiguity and that they 
lacked corporate identity. That there is now a greater sense of corporate identity on 
the new authorities is due to their smaller size, the removal of elected and most 
professional members, and the choice of people from different backgrounds but 
with similar outlooks. Authorities should assess whether the ‘benefits’ of consensus 
need to be balanced with the reduced level of debate. 

With the reduction in the types of members comes reduced role conflict and 
ambiguity within meetings, but as individuals members continue to express some 
ambiguity in relation to their role and their accountability. The majority of members 
saw themselves as having multiple accountability, but the only formal mechanisms 
hold members accountable ultimately to the secretary of state. 

The Department of Health exhibits a degree of ambivalence over the question of 
representation. Elected representatives have been excluded and for all members the 
guide-lines stressed that they were to be recruited because of their personal qualities 


© Baal Blackwell Ltd. 1993 


374 LYNN ASHBURNER AND LIZ CAIRNCROSS 


and not as representatives of any group. However, in recognizing that significant 
‘groups’ within society may be under represented on the authorities, the Depart- 
ment of Health called for more women and ethnic minorities to be recruited. This 
raises the question of whether the same arguments apply to other excluded or 
under-represented groups, and the potential increase in role confusion. 

The elements which were identified as contributing to authorities’ lack of effec- 
tiveness have been removed in the new composition but it does not automatically 
follow that the authorities are necessarily more effective. There are several other 
factors which need to be taken into account. What issues are included on the agenda; 
at what stage in the decision-making process they are brought and how the precise 
role of the authority is defined. 

Unless the authority has a clearly defined role and objectives, there are few 
measures other than that of meeting budgets, upon which their effectiveness can be 
judged. The level of debate on authorities and the process of decision making will 
be the focus of the future analysis of the research data on the process of authorities’ 
public and private meetings. 


Implications for the balance of power: Studies of the changes in health authority 
membership have charted the changing relationships between managers, clinicians 
and ‘representatives’. With the exclusion of the latter, the newly emerging balance 
of power between managers and clinicians has yet to be clarified. With the reduced 
numbers of professionals as members and the lack of a statutory right to a position 
on regional or district health authorities, the gains appear to be continuing in favour 
of management. 


Longer-term implications: Longer term there is the question of how these changes will 
affect the culture of the NHS. Will the new policy directions being set by the centre, 
plus the differences in attitudes of the new members be significant enough to change 
the culture of the NHS? 

The data suggests that there can be no simple transfer of private sector values and 
models into the public sector. The synthesis of the private with the public is 
promising to produce a form of governance that differs not just from what went 
before but from what exists in the private sector, to produce what will emerge as a 
model for the new public sector management. In this there are elements of both 


continuity and change. 
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COMPLAINTS, REMEDIES AND THE HEALTH 
SERVICE COMMISSIONER 


PHILIP GIDDINGS 





The Government's Citizen’s and Patient’s Charters see the Health Service Commissioner 
scheme playing an important part in securing effective remedies for complaints about 
administration in the NHS. The scheme is assessed against the background of the frag- 
mented nature of the NHS complaints systems. Because of jurisdictional limitations the 
Commissioner can only deal with a small proportion of NHS complaints. An analysis of 
HSC cases between 1986 and 1991 shows that it is those about complaint-handling itself 
which have been most frequently upheld. The most frequent remedy achieved is an HSC- 
delivered apology, which is not always found satisfactory, but the HSC places equal 
emphasis on providing a ‘quality audit’ and feedback mechanism for health authorities. 
If the HSC is to play the role implied by the charters, it will be necessary to consider 
removing the limitations on his jurisdiction which exclude clinical Judgement and the 
work of family practitioners. 


An important principle enunciated in the government's Citizens’ Charter (Cm. 1599, 
HMSO, July 1991) is that ‘every citizen is entitled to expect that public services should 
have a well-publicized and readily available complaints procedure’. The section of 
the charter dealing with ‘Complaints and Redress’ cites as an example the com- 
plaints procedures of the National Health Service (NHS). It points out that the Health 
Service Commissioner (HSC) is available as a back-up for complaints of a non- 
clinical nature, implying that the HSC fulfils the requirement for an independent, 
external route for complainants who are dissatisfied with the way in which their 
grievance has been dealt with internally. Subsequently, the NHS’s Patient’s Charter 
(Department of Health 1991) has underlined the importance of effective complaints 
mechanisms by including their availability as one of three ‘new Charter rights’ 
introduced from 1 April 1992. In elucidation of this new right, the Patient’s Charter 
states (p. 11) that ‘If you are . . . unhappy with the way your complaint about the 
administration of an NHS service has been handled, you have the right to take the 
matter up with the Health Service Commissioner’. Furthermore, regional and dis- 
trict health authorities are required by the Patient’s Charter to make available 
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information about how to complain about NHS services. Given the importance 
attached to the HSC scheme in both the Citizen’s and Patient’s Charter, the time is 
apposite for an assessment of how effectively the scheme has provided complain- 
ants with a remedy for their grievances. 

When the HSC scheme was introduced in 1974 it was modelled on the Parliamen- 
tary Commissioner for Administration (PCA), itself a variant on the Scandinavian 
concept of an ombudsman. The British adaptation of that concept has, in the case of 
the PCA, been firmly rooted in parliamentary mechanisms with his status as an 
Officer of the House of Commons, with MPs as the route through which cases come 
to him and a Select Committee established to oversee the workings of the scheme 
(Gregory and Hutchesson 1975). Nevertheless, both the PCA and the HSC retain the 
character of an ombudsman as a non-partisan official, independent of government, 
with power to investigate specific cases of alleged administrative injustice, able to 
criticize the administrative action(s) and propose remedies for the injustice suffered, 
but not able directly to enforce his recommendations. - 


COMPLAINTS PROCEDURES IN THE HEALTH SERVICE 


Before we examine the HSC scheme in detail, as it is only one of several complaints 
procedures operating in the health service, we must first set the context for the HSC 
by describing in outline the other parts of the complaints ‘system’ of the NHS. This 
will be considered under three headings -— family health services; hospital and 
community health services; and professional conduct. Even though there are signifi- 
cant differences applying in Wales, Scotland and Northern Ireland, for simplicity’s 
sake the arrangements will be described as operated in England, since the purpose 
is to set the context for the HSC scheme, not to give an exhaustive account of the 
different varieties of complaints procedures. 

For family health service complaints one must distinguish between formal and 
informal procedures. The formal procedure for dealing with complaints is governed 
by the NHS (Service Committees and Tribunal) Regulations 1974 and centres on 
whether the terms of service of the contract have been complied with. FHSAs (Family 
Health Service Associations) are required to set up service committees covering the 
different disciplines to investigate what are in essence allegations of breach of 
contract. The service committee makes recommendations on appropriate action on 
the allegation to the FSHA. The most serious cases may be referred on to the relevant 
professional disciplinary body or to the NHS Tribunal. Appeals can ultimately be 
made to the secretary of state. 

Before those formal procedures come into operation, FHSAs are required to 
operate an informal procedure involving a lay conciliator appointed by the author- 
ity. This is designed to consider both less serious allegations of breaches of the terms 
of service/contract and matters not covered by the contract (e.g. rudeness). This 
procedure can only be used if both complainant and practitioner agree. If they do 
not, or if the informal procedure fails to produce a mutually satisfactory outcome, 
the formal procedure comes into operation. 

The importance of this distinction between formal and informal procedures is that 
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the HSC is debarred from investigating formal complaints about family practitioners 
or complaints about the operation of the service committees’ procedures. He 
is, however, permitted to investigate the way in which the informal procedure 
operates. 

For hospital and community health service complaints it is necessary to consider three 
categories: the requirements of the Hospital Complaints Procedure Act 1985; com- 
plaints involving clinical judgement; and the remit of the HSC. 

Under the 1985 Act the secretary of state has issued directions to health authorities 
which require that (i) each hospital or group of hospitals should appoint a ‘desig- 
nated officer’ to receive complaints and be accountable for their investigation; (ii) 
complaints should be dealt with informally if possible, subject to the complainant's 
agreement; (iii) formal complaints should normally be made within three months, 
but where there is good cause this can be exceeded; (iv) issues of clinical judgement 
should be referred to the consultant concerned; and (v) publicity should be given to 
the complaints procedures and the Community Health Council should be informed 
about them. 

Complaints involving clinical judgement follow a three-stage process agreed with 
the medical profession in 1981 and set out in Circulars from the Health Depart- 
ments.’ The first stage is an investigation by the consultant concerned, involving 
other medical staff as necessary. Consultants are expected to offer to see the 
complainant to discuss and, it is hoped, resolve the matter. 

If the complainant is not satisfied with the outcome of that process, the complain- 
ant may refer the case to the Regional Medical Officer (RMO). The consultant has the 
opportunity at this second stage to discuss the matter with professional colleagues 
and to have a further meeting with the complainant. If this fails, the RMO discusses 
with the consultant whether to proceed to the third stage, independent professional 
review (IPR). 

IPR is essentially an informal process which obtains ‘second opinions’. The Joint 
Consultants Committee nominate two independent consultants, active in the rel- 
evant specialism, one of whom should be from outside the region, to consider the 
complaint. The two consultants report their findings to the RMO, who communicates 
them to the ‘designated officer’, who is in turn responsible for informing the 
complainant of the outcome of the IPR. 

Complaints about professional (mis)conduct are dealt with through the statutory 
bodies established to maintain professional standards, whose disciplinary proce- 
dures may lead to practitioners being struck from the register of those entitled to 
practise. The most familiar example of this will be the General Medical Council 
(GMC) which deals with allegations of serious professional misconduct against 
doctors. The other medical professions are covered by similar procedures operated 
by the General Dental Council, the General Optical Council, the Pharmaceutical 
Society, the Central Council for Nursing, Midwifery and Health Visiting, or the 
Council for Professions supplementary to Medicine (for example, chiropodists, 
physiotherapists, dieticians, radiographers). Complainants seeking compensation 
for defective treatment or medical negligence have to take legal action through the 
courts. 
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Clearly an aggrieved NHS patient wishing to pursue a complaint faces a proce- 
dural maze of some complexity. Not only is there the difference between clinical 
and non-clinical complaints (and that is often a difficult distinction to make in 
practice; many cases contain elements of both), but there is the varied institutional 
structure of the NHS itself, covering general practice, community health and hospi- 
tals. To this complex picture we must add the provisions of the HSC scheme, intro- 
duced in 1974 and now governed by the National Health Service Act, 1977 (1977 Act). 


THE HEALTH SERVICE COMMISSIONER SCHEME 


The HSC has the general function of investigating allegations of maladministration 
by health authorities, FSHAs, NHS trusts and similar bodies and more specifically, 
allegations of failures to provide a service or failures in a service provided where the 
complainant claims to have sustained injustice or hardship as a result. This inclusion 
of ‘service failure’ takes the HSC’s remit significantly wider than that of the PCA, 
who is limited by the 1967 Parliamentary Commissioner Act to ‘injustice in conse- 
quence of maladministration’. Unlike the PCA the HSC is empowered (1977 Act, ss. 
111 & 112) to receive complaints direct from aggrieved persons, or from a relative 
or from another suitable representative (who might be a member of staff’) acting on 
the patient’s behalf — provided that the relevant health authority has first had the 
opportunity to investigate the complaint and respond to it. The complaint must be 
submitted in writing to the HSC within one year of the complainant becoming aware 
of his grievance, but the HSC has discretion to waive this limit if he thinks it 
reasonable to do so. As delay is frequently part of the reason for a complaint, this 
discretion provides some protection for a complainant if a health authority is very 
slow in responding to his initial complaint’. 

There are, however, significant limitations to the HSC’s jurisdiction. First, Section 
116 of the 1977 Act provides that he cannot investigate a complaint where the 
complainant has an alternative recourse to a tribunal or a court of law, although the 
HSC has discretion to waive this if he is ‘satisfied that in the particular circumstances 
it is not reasonable to expect’ the complainant to use the alternative sources of 
remedy. Second, Schedule 13 of the Act provides that the HSC cannot investigate 
complaints about the formal procedure by which service committees consider 
allegations of breach of contracts of services, although he is able to investigate the 
operation of the informal procedure and has often done so‘. Third, the HSC is also 
excluded by Schedule 13 from investigating action taken in matters relating to most 
contractual or other commercial transactions (but interestingly not contracts within 
the NHS arising from the operation of the internal market under the 1990 National 
Health Service and Community Care Act) or personnel matters such as appoint- 
ments and removals of staff, pay, discipline and superannuation. 

The fourth, and most significant, limitation on the HSC’s jurisdiction is the 
exclusion of clinical judgement. The 1977 Act provides, again in Schedule 13, that 
the HSC cannot investigate ‘action taken in connection with the diagnosis of illness 
or the care of a patient, being action which in the opinion of the Commissioner, . . . 

‘was taken solely in consequence of the exercise of clinical judgement, whether 
formed by the person taking the action or any other person’. This is a major 
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exclusion. Wrong diagnosis or inappropriate treatment, however serious, by a 
doctor, nurse, radiographer, dietician, physiotherapist, or occupational therapist, is 
outside the Commissioner’s remit. However, it is for the Commissioner, not the 
practitioner, to decide whether the action was based on clinical judgement’. Moreo- 
ver, a complaint is excluded only if it is based solely on clinical judgement, and the 
HSC has shown some facility in separating out from complaints those parts which 
are solely clinical and those which are not’. But even with these qualifications, the 
clinical exclusion from the HSC’s remit is an extensive one. 

The HSC’s function is to investigate complaints. Upon completion of his investiga- 
tion he is required by Section 119 of the 1977 Act to send a report of his ‘findings’ 
to the complainant, to the body whose action was the subject of the complaint and 
to its superior authority in the health service. While those provisions do not include 
any reference to recommendations for remedial action, if the HSC considers that the 
person aggrieved has sustained injustice or hardship within the meaning of the Act 
‘and that the injustice or hardship has not been and will not be remedied’, he may, 
if he thinks fit, make a ‘special report’ to Parliament. In this respect the HSC scheme 
clearly follows the pattern of the Parliamentary Ombudsman. 

The above accounts show how fragmented is the complaints system in the NHS. 
Sir Anthony Barrowclough, in his valedictory appearance before the Select Commit- 
tee, commented: 


I am convinced of the value of a mechanism which enables the consumers — 
Principally the patients and their relatives — to obtain an independent and 
impartial investigation when they believe that the care provided by the National 
Health Service has fallen short of what they were entitled to expect. I have drawn 
attention, however, to the fragmented pattern of the procedures for complaints 
about National Health Service matters and to the fact that there are some areas 
where there is no provision for outside investigation of complaints (Select 
Committee, 1990, Q3). 


If the Commissioner finds the system fragmented, a potential complainant is hardly 
likely to master its complexities easily. 


THE COMMISSIONER’S CASES 


We turn now from the complexities of the fragmented complaints system in the NHS 
to the workings of the HSC scheme itself. As table 1 shows, the HSC currently deals 
with about a thousand cases a year. In the most recent year covered by his reports 
there was a noticeable increase in the number of complaints received, which may 
reflect increased public attention to the NHS in general. It is likely that the advent of 
the Citizen’s and Patient’s Charter will reinforce that trend. Only a small proportion 
of the complaints received are actually taken up for investigation. Of the 4,549 cases 
‘concluded’ in the 1986-91 quinquennium, 48 per cent (2,186) were either rejected 
or discontinued: 31 per cent (1,414) were ‘referred back’ to the complainant, and on 
only 14 per cent (631) were ‘results reports’ issued. These figures reflect the mis- 
match between complainants’ expectations and the tightness of the jurisdictional 
limits of the HSC scheme. 
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TABLE 1 Health Service Commissioner: complaints statistics 1986-92 








Complaints/Year 1991/92 1990/91 1989/90 1988/89 1987/88 1986/87 











Received 1176 990 794 753 794 883 
Brought forward 288 264 318 253 317 265 
Concluded 1142 1006 848 1006 858 831 
Rejected or z 

discontinued 564 436 486 357 505 402 
Referred back 447 431 273 192 220 298 
Results report 

Issued 131 139 89 139 133 131 
No. of grievances 442 487 345 556 525 483 
No. of grievances 

upheld wholly 

or in part 243 236 177 322 321 290 
% of grievances 

upheld wholly 

or in part 55.0 48.5 51.3 57.9 61.1 60.0 
Source: HSC Annual Reports. 


A patient who makes a complaint often has more than one grievance. As table 1 
shows, in 1990-91 the HSC investigated 487 separately identified grievances - an 
average of 3.5 grievances per report. Although in nearly 60 per cent of cases 
complainants raised five or fewer grievances, 11 cases had ten or more and one 
covered 18 separate grievances. In terms of remedies, therefore, it is necessary to 
focus not on the number of cases but on the number of grievances. As table 2 shows, 
in the 1986-91 quinquennium, the HSC investigated 2,396 grievances. In the first two 
years around 60 per cent were being upheld either wholly or in part. By 1990-91 the 
proportion being upheld had fallen to 48.5 per cent, i.e. 236 out of 487. 

The HSC usefully analyses investigated grievances in terms of five categories — 
nursing, medical, administration, failure in service, and handling of the complaint 
by the authority. As table 2 shows, in the 1986-91 quinquennium nursing was the 
largest, with 38 per cent of grievances investigated falling into this category, fol- 
lowed by medical (22 per cent), administration (19 per cent), handling of complaints 
by the authority (17 per cent) and failure in service (4 per cent). If, however, one 
focuses on the proportion of grievances upheld wholly or in part, the picture is very 
different: handling of complaints tops the list with 76 per cent, followed by admin- 
istration (67 per cent), medical and failure in service (both 49 per cent) and nursing 
at the bottom with 47 per cent. 

Quinquennial figures may conceal trends. The proportion of nursing complaints 
upheld wholly or in part has in fact fallen markedly over the period (56 per cent in 
1986-87; 28 per cent in 1990-91) and the proportion of medical complaints upheld 
has also declined in the last three years from 57 per cent to 44 per cent. On the other 
hand, the proportion of ‘administration’ complaints upheld has remained consist- 
ently above 60 per cent throughout the quinquennium, peaking at 74 per cent in 
1987/88. 

These broad categories conceal some important differences, as is evident 
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TABLE 3 Health Service Commissioner: nursing, medical and 
administration grievances. 1986-91 











Category Number % 
Nursing 

— Failure in care 536 59 
- Lack of/correct information 206 23 
— Attitudes 153 17 
— Maltreatment 15 2 
Nursing Total 910 

Medical 

Lack of/incorrect information 202 39 
Attitudes 124 24 
Failure in non-clinical procedures 191 37 
Medical Total 517 

Administration 

Manner of reaching policy decisions 89 20 
In-patient 188 42 
Out-patient 66 15 
Casualty 7 2 
FPC 79 18 
Community health 20 4 
Other 2 

Administration Total 451 


Source: HSC Annual Reports. 


from table 3. Of the ‘nursing’ grievances, 59 per cent investigated during the 
quinquennium were about ‘failure in care’; 23 per cent about lack of or incorrect 
information; 17 per cent were about ‘attitudes’; and only a tiny proportion (15 out 
of 910) were about ‘maltreatment’. And within those more specific categories, the 
proportion of grievances found to be wholly or partly justified also varied signifi- 
cantly — 60 per cent of those concerning lack of or incorrect information, whereas for 
‘failure in care’ and ‘attitudes’ the proportion was 46 per cent and 42 per cent 
respectively. Of the 15 ‘maltreatment’ grievances only one was found to be justified. 

Again in the ‘medical’ category lack of or incorrect information accounted for the 
largest proportion of complaints (202 out of 517, 39 per cent), although failure in 
non-clinical procedures ran it a close second (191/517, 37 per cent). In the ‘admin- 
istration’ category (the largest with two-thirds of the total number of grievances 
investigated during the quinquennium) the HSC has analysed the complaints differ- 
ently, by departmental function rather than the nature of the grievance. Here it is 
noticeable that while ‘manner of reaching policy decisions’ accounts for only a small 
proportion of complaints (89 out of 451), a high proportion of such complaints has 
been found to be justified - over 70 per cent in the first four years of the 
quinquennium, falling to 55 per cent in the most recent year. 


THE COMMISSIONER’S REMEDIES 


Over the five years the HSC has upheld over 1,300 grievances, in 631 results reports. 
What kinds of remedies have been achieved for the aggrieved complainants? In his 
last annual report as HSC Sir Anthony Barrowclough reported that 
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In 109 of the 123 cases . . . I investigated and reported on in 1988-89, I thought 
that an apology from the authority was required. In a few particularly serious 
cases I may ask the chairman of the authority to write personally to the complain- 
ant but in the majority of cases I convey the authority’s apologies to the com- 
plainant through my report (HSC, 1988-89, para. 99). 


That year was not untypical. Mr Reid commented the following year: 


A wrong cannot always be put right, but the promise of action to ensure that the 
same will not befall other patients provides some comfort. This is why, where I 
uphold a complaint, an essential ingredient of my report is a remedy for the 
person aggrieved. In 72 cases in 1989-90 I thought the health authority should 
apologize, and I conveyed their apologies through my report (HSC, 1989-90, 
para. 67). 


Moreover, in 1983-84 Cecil Clothier reported that he had followed that practice in 
90 out of 110 cases he had reported on (HSC, 1983-84, para. 129). 

Thus an HSC-conveyed apology is the remedy ın the vast majority of cases. Not 
all complainants find this procedure satisfactory. One complainant argued ‘that it 
seemed to negate the purpose of an independent investigation if the authority who 
had made the error did not themselves have to apologise’ (ibid). And the complain- 
ant persisted in ‘protracted correspondence’ involving not only the HSC and his 
Office, but also his MP and the Chairman of the Select Committee. Cecil Clothier 
commented that this practice of conveying apologies was followed ‘to ensure that 
the apologies which I think appropriate are given promptly and that they are not 
modified or expressed in so perfunctory a way as to leave the complainant wonder- 
ing whether an apology has in fact been given’ (ibid). But how can the complainant 
be sure that the authority really does ‘regret’ if the authority itself does not express it? 

In a small minority of cases the HSC concludes that reimbursement for financial 
loss is a proper response and invites the health authority to make an ex gratia 
payment. The sums involved are not large in public expenditure terms. Care is 
needed here. If the complainant is seeking compensation for a legal wrong, then the 
Commissioner is not likely to take the case, because, as the Commissioner has put 
it ‘such a remedy — usually linked to an accusation of negligence — is for the courts, 
not me, to decide’ (HSC, 1989-90, para. 68). Nevertheless in that year the Commis- 
sioner reported recommending financial compensation in 10 cases, rather higher 
than normal, and pointed out that the previous year’s total value-of known pay- 
ments amounted to £32,000, ranging from £25 to £20,000. 

Although small, these sums caused concern in the Department of Health which, 
at the behest of the Treasury, in January 1989 asked health authorities and FPCs to 
refer to them all cases where a financial remedy had been recommended (Select 
Committee, 1989, Q 408). Not surprisingly this caused some concern to the Select 
Committee, who considered the move ‘absurdly bureaucratic’ and likely to delay 
remedies unnecessarily. They were, however, reassured the following year by the 
NHS Chief Executive’s assurance that he proposed to restore to health authorities 
discretion to make ex-gratia or compensatory payments of up to £5,000, a doubling 
of the previous limit (Select Committee, 1990, para. 52 & QQ 250-252). 
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Nevertheless, for most complaimants, the remedy which the HSC will achieve will 
be an apology from the health authority. The strict provisions regarding 
confidentiality in the HSC scheme, and the understandable reluctance to prolong or 
revive the distress which complainants may have had to endure while their case was 
being investigated, mean that it is not possible to investigate directly the level of 
complainant satisfaction with this outcome. Undoubtedly, the fact that a thorough 
and independent investigation has been conducted and that their complaint has 
been upheld will bring to most complainants a sense of vindication. Equally, the fact 
that steps will be taken to ensure that the mistakes made will not be repeated will 
help most complainants to feel that their efforts in persisting with their case have 
been worthwhile. But one has to acknowledge that such perceptions, even when 
based on reported responses from actual complainants, are speculative in terms of 
the level of satisfaction of complainants as a whole with the remedies achieved. 

It is, however, significant that in very few cases has the HSC found in favour of 
the complainant and been unable to persuade the health authority to provide the 
recommended remedy. Over the 1986-91 period there seem to have been only four 
such cases which the HSC has referred to the Select Committee. In two of those the 
authority concerned then agreed to the Commissioner’s recommendations, accord- 
ing to his 1987-88 Annual Report’. In his 1990-91 report, the HSC referred to one case 
in which it took ‘some sixteen weeks of correspondence and discussion’ about 
redress before the district health authority agreed to make a suitable ex-gratia 
payment as the Commissioner had recommended. But such cases are clearly excep- 
tional. The overwhelming picture is one of willingness on the part of the health 
authorities to accept the Commissioner's findings and comply with his recommen- 
dations on redress. And the presence of the Select Committee in the background 
brings even the tiny reluctant minority into line. The HSC scheme established the 
Commissioner in the ombudsman mould, without the power to enforce his recom- 
mendations. Experience to date has shown that such a power is not needed: the 
Commissioner's status as an independent investigator and his parliamentary con- 
nection are sufficient to ensure compliance. 

The utility of the parliamentary connection is also demonstrated in changes in the 
law resulting from HSC investigations. For example, in his 1979-80 Annual Report 
the Commissioner referred to the ‘disturbing position’ in Scotland whereby a small 
number of doctors providing primary care services as locums or deputies for family 
practitioners were exempt from the complaints procedure applying to all other 
doctors providing such care. In due course the secretary of state brought all such 
doctors within the scope of the service complaints procedure by subordinate legis- 
lation — the National Health Service (General Medical and Pharmaceutical Services) 
(Scotland) Amendment Regulations, 1982 — having previously indicated that he 
would have introduced primary legislation if necessary (HSC, 1982-83, para. 6). 

Whilst remedying individual grievances is the prime concern of the HSC scheme, 
it is clear from the Commissioners’ reports, and even more from the Select Commit- 
tee hearings, that there is a wider significance for the NHS in this work: it is an 
important feedback mechanism. Mr Reid put it like this: ‘I regard my first task to 
investigate and if anything has gone wrong to recommend how to put it right but, 
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equally important, to change the system to ensure that the system provides a higher 
standard of service than was there in the past’ — in other words, to provide a ‘quality 
audit’ (HSC, 1990-91). To assist in this, since 1983 all HAs have received epitomes of 
selected cases free of charge. 

To do their job properly, the HSC pointed out (HSC, 1989-90), ‘health authorities 
need a wide range of operational — procedures and a system of management for 
implementing them. They are responsible for ensuring that the staff know what they 
are supposed to do’. Accordingly, he selected for inclusion in his report five cases 
in which the necessary procedures did not exist. They involved waiting lists, care of 
the bereaved, patients’ property, maternity care and clinical records. Each case was 
also included in the twice-yearly volumes of case investigations. The lessons were 
there to be learnt, by senior management as well as those in day-to-day contact with 
patients. The Select Committee has shown a particular concern to ensure that senior 
managers have this brought to their attention, not least by summoning them to 
account for their actions in cases the Commissioner has included in his annual 
reports. 

Thus, in the case of serious failure to care for the needs of a terminally ill man in 
an East Birmingham hospital, while the committee accepted that the nurse manager 
had to take prime responsibility for the fact that staffing levels fell so low, they 
commented that ‘the events also cast an unflattering light on the role of senior 
managers at that time . . . . It is most regrettable that there were no mechanisms at 
the time within the . . . hospital to ensure that senior managers were made aware 
of, and then responded to, acute staffing shortages on individual wards’ (Select 
Committee, 1992, para. 19). The Chairman and Chief Executive of the Health 
Authority and the Unit General Manager of the hospital had been summoned to 
appear before the committee and each was asked whether, in the light of the 
seriousness of the deficiencies in management shown up by the case, he had 
considered resigning (ibid, Q 395). The Commissioner’s report contained several 
recommendations for action by the authority which had sought ‘to respond to all 
aspects of the investigation, including those areas where the complaint was not 
upheld’ which the committee were glad to hear (ibid, para. 21). The NHS Chief 
Executive, Mr Nichol, was also questioned about the implications of this case when 
he appeared before the committee and reported further on his role in ensuring that 
the lessons of the Commissioner’s findings were implemented (ibid, para. 54). 

In the same year a case in Camberwell involving consent to a clinical trial and 
delays amounting to fourteen months in responding to a complaint illustrated how 
the HSC’s investigations can have repercussions on a health authority’s manage- 
ment. The Commissioner made several recommendations to prevent recurrence of 
the problems his report had highlighted which contributed to what the Select 
Committee described as ‘radical changes’ in the management of the authority: 
senior managers were given direct responsibility for the handling of complaints, the 
HSC’s recommendation for new guidance on the disclosure of information for 
research purposes was implemented and a leaflet for outpatients revised (Select 
Committee, 1992, para. 42). 

The key role of the Commissioner in following up his own recommendations was 
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also illustrated in the Bromley case, in which a patient’s nursing records had been 
lost and hospital staff, including the consultant, had failed to communicate 
effectively with the patient’s daughter when she had complained about inadequate 
nursing care. The Commissioner made a number of recommendations and the 
Health Authority agreed to take action on them. In evidence to the committee, the 
Commissioner stated that his practice is to require each authority to whom he issues 
a report to let him know within a specified period what action they have taken 
(Select Committee, 1992, Q 242). In this case, however, the authority’s initial re- 
sponse had not been to his satisfaction because it had not addressed all the points 
raised and he had therefore required a second report, which was satisfactory (Select 
Committee, 1992 QQ 244-245). 

It is not, however, always the case that the outcome is satisfactory. In the same 
year the Commissioner reported on a complaint concerning the repeated deferral of 
outpatients’ appointments at Sussex Eye Hospital because priority was being given 
to new patients over return patients. In his report the HSC had found not only that 
the problem was continuing but that it might actually worsen. The Select Committee 
were disturbed by the apparent inability of the authority to resolve the problems 
highlighted by the HSC’s investigation and made clear that they expect to learn of 
marked improvements in the management system in the future (Select Committee, 
1992, para. 43-4). 

It is clear, therefore, that both the HSC, in his follow-up to his results reports and 
the distribution of the twice-yearly volumes of selected cases, and the Select Com- 
mittee in pursuing with senior management cases highlighted in the HSC’s annual 
reports, are able to contribute to the ‘quality audit’ function. However, important as 
those contributions are, they are but a tiny fraction of the whole for, as we have seen, 
the HSC deals with only a fraction of the complaints which arise within the NHS. 


REMEDIES AND OMBUDSMEN 


The HSC, like the PCA, 1s an ombudsman. An ombudsman’s power to secure a 
remedy for a complainant lies in his independent status, the quality of his investi- 
gation and his findings, and the publicity he can attract. He does not, of himself, 
have the power to enforce a remedy as such by reversing or varying an administra- 
tive decision. Nevertheless, in practice the status of an ombudsman’s report is 
intended to be such that his clear recommendation is likely to lead to administrative 
action being taken to implement it, even in cases where the authorities are not in 
agreement with the ombudsman’s findings. Several of the PVA’s most notable cases 
have been of this kind: Sachsenhausen (Gregory and Hutchesson 1975); Court Line 
(Gregory 1977); Barlow Clowes (Gregory and Drewry 1991) where the government 
rejected the PCA’s findings but implemented his recommendations. Moreover, the 
Commons’ Select Committee provides the PCA with a powerful parliamentary back- 
up whose very existence is likely to encourage reluctant Permanent Secretaries to 
acquiesce (Gregory 1982). As we have seen, the Select Committee has had a similar 
effect upon reluctant health authorities. 

Such responses raise questions about the primary purpose of complaints mecha- 
nisms and, in particular, about what a complainant hopes for from an investigation. 
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Is the primary objective to be obtained the reversal or variation of a previous 
executive decision? Or is it the satisfaction of knowing that he, the complainant, was 
right after all? Or, better, the admission of the authorities that they were wrong and 
should not have been? The complainant’s perspective may, of course, be quite 
different from the independent investigator’s, especially with a scheme like the 
HSC’s with its statutory limits upon competence and jurisdiction which complain- 
ants may not always appreciate. 

Much will turn here on what is a remedy. How to put right a wrong depends 
upon the nature of the wrong. Some wrongs can be reversed. An incorrectly 
calculated bill can be re-calculated and re-presented: the complainant's remedy is to 
be charged the proper amount. A discretionary grant refused on mistaken or 
improper grounds can subsequently be awarded when the grantee’s case has been 
correctly assessed. The application for benefit which has been turned down because 
the applicant’s records incorrectly state his current circumstances or past history can 
be re-assessed and backdated when the records are brought up-to-date. 

But for the rail traveller who misses an important appointment because the train 
was late, or the patient who has to wait hours in an out-patient clinic because the 
consultant has been over-booked, what constitutes an appropriate remedy is not so 
clear. An apology for the wrong done would certainly be the minimum expectation 
of a complainant. A regular traveller or a patient with a series of appointments 
would want assurances that there would be no repeat of what had occurred. But 
neither traveller nor patient can expect that the wrong they had experienced will be 
reversed, since that is impossible. To take the most dramatic example, no remedy 
for maladministration which has resulted in the death of a patient can bring that 
patient back to life or eliminate the grief inflicted upon relatives and friends. In such 
irreversible circumstances, what is the likely objective of a complainant seeking a 
remedy? It may be ‘justice’, in the sense of disciplinary action against those ad- 
judged responsible for the wrong done. It may be a desire to prevent similar 
tragedies in future. It may be a desire to be ‘vindicated’. In a very few cases it may 
even be financial compensation. 

Remedies for wrongs are of the essence of grievance-redressing mechanisms but 
the remedies complainants expect may be rather different from the remedies which 
they can be given. The difference may arise from the limitations built into the 
structure of the grievance-remedying system (for example, statutory limits on 
competence or jurisdiction); from the way in which that system is operated; or from 
the nature of the wrong (for example, irreversibility). 


THE HSC AND THE NHS COMPLAINTS SYSTEM 


The HSC scheme’s part in the NHS complaints system is significant, but restricted by 
the limitation on the HSC’s jurisdiction. Although no direct investigation of the 
extent of complainant satisfaction with the HSC has yet been made, there is some 
impressionistic evidence that the remedies achieved by the Commissioner, which 
are mostly apologies, are considered satisfactory outcomes and that the scheme as 
a whole makes an important contribution to feedback on the quality of management 
and administration and service delivery. In particular, the Commissioner is able to 
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reinforce the impetus towards the development of effective internal complaints 
machinery which has arisen both from the Hospital Complaints Procedure Act and 
the Citizen’s/Patient’s Charter. As table 2 shows, complaint-handling is a produc- 
tive source of cases for the HSC, with a high proportion — three-quarters over the last 
six years — being upheld either wholly or in part. 

There is an interesting comparison at this point with local government. Some local 
authorities, like health authorities, are responding to the current consumerist/ 
chartist climate by revising their own internal complaints procedures and, in a few 
cases (for example, Bedford) appointing their own ‘ombudsman’ — though as 
appointees such officers would not meet the traditional criteria for independence. 
However, the statutory Local Ombudsmen (LO) scheme first introduced in 1974 is 
going from strength to strength in terms of cases dealt with, in spite of the jurisdic- 
tional limits in the scheme: the English Commissioners dealt with 9,033 cases in 
1990/91 (The Local Ombudsman: Annual Report, 1990/91), many more complaints 
than the HSC. Yet in the case of the LO, there has been continuing criticism of the 
absence of an enforcement mechanism (Select Committee 1986; Marshall 1990). A 
small minority of local authorities persist in refusing to comply with the LO’s 
recommendations — the English Commissioners reported an ‘unsatisfactory out- 
come’ in 5.5 per cent of the cases in which they found maladministration causing 
injustice in the 1988-91 triennium (Commission for Local Administration for England, 
Annual Reports). 

Unlike health authorities resisting the HSC, local authorities resisting the LO do not 
face the possibility of being called before the Select Committee. The continuance of 
problems with compliance even after the strengthened publicity provisions intro- 
duced in the Local Government and Housing Act, 1989 has led the government in 
the Citizen’s Charter to threaten to introduce statutory enforcement like that which 
operates for the Complaints Commissioner in Northern Ireland (Cm. 1599, p. 43). 
As the community care provisions of the 1990 Act come into operation, the LO and 
HSC will be likely to need to work in close co-operation on some cases. This will be 
facilitated by the fact that the HSC — in his capacity as PCA — is a member of the Local 
Commission. 

While the likelihood that the HSC will be able to secure a remedy if he finds in 
your favour may encourage a potential complainant in the NHS, the scale and 
complexity of the complaints procedures still represent a considerable obstacle. 
While there is direct access for complainants to the HSC (provided they have first 
given the health authority an opportunity to investigate and respond), the HSC 
received only 1,176 complaints in 1991/92 (actually an all-time high) of which 564 
were rejected or discontinued and 446 were ‘referred back’ so that a mere 131 results 
reports were issued (HSC Annual Report, 1991/92, Appendix B). By contrast, in 1988, 
FPCs investigated 1,162 formal complaints against GPs, 436 about dentists and 150 
about other practitioners; hospitals received 29,956 complaints and community 
services a further 5,030 (The Times, 2 April 1990). The Association of Community 
Health Councils in England and Wales (ACHCEW), has commented that the 
NHS complaints system is ‘bureaucratic and biased in favour of the medical 
profession . . . patients or carers can feel inhibited about complaining because of fear 
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of retribution . . . complaints can drag on for months or years and the outcome is 
often unsatisfactory, with explanations phrased in bureaucratic jargon’ ‘(ACHCEW 
1990). 

While, therefore, the HSC as at present constituted deals very effectively with 
those complaints which fall within the scheme’s remit, it is nevertheless dealing 
with only a tiny minority of complaints about the NHS. We have seen how complex 
and fragmented the NHS complaints system is. Criticism of this fragmentation is not 
new (ACHCEW 1989 and 1990; Royal Commission 1979). Given the minor part the 
HSC scheme plays in a fragmented and complex system, it must be open to question 
whether it can bear the weight placed upon it in the Citizen’s and Patient’s Charters, 
since so many of complaints likely to arise fall outside the Commissioner's jurisdiction. 
How extensive this ‘mis-match’ is should become apparent as health authorities and 
hospitals respond to the requirement of the Patient’s Charter that from April 1992 
they publish details regularly of both the number of complaints received and how long 
it has taken to deal with them. Systematically collected and published information of 
this kind will at least enable the HSC’s contribution to be put into proper context. 

The National Health Service has undergone some very significant changes re- 
cently, particularly following the passage of the NHS and Community Care Act 1990. 
Pressure upon funding continues and demand for health services shows no sign of 
abating. Indeed, public expectations seem likely to continue to grow. Moreover, as 
the Citizen’s Charter itself demonstrates, public expectations of quality in service 
delivery and administration are also growing. It is likely, therefore, that complaints 
mechanisms will be of greater, rather than lesser, significance for the NHS of the 
future. Indeed, recent cases such as the Shrodells Unit (1992) and Ashworth (1992) 
investigations have shown that the problems identified in the Ely (1969), Farleigh 
(1971) and Whittinghame (1972) reports which gave rise to the setting up of the HSC 
scheme (Giddings, Moore and Pearson) persist. In the Shrodells case in particular 
the enquiry noted that there was no formal complaints procedure in spite of the fact 
that NHS rules require one (Shrodells, para. 5.1). In these circumstances it seems 
essential that the present complexity of the complaints procedures within the NHS 
should be greatly simplified. The Patient’s Charter has provided a strong induce- 
ment towards simplification of internal procedures but it is what happens when 
these internal procedures fail to produce satisfaction or are ignored (for example, 
Shrodells) that needs attention. Can the maze outlined earlier in this article be 
simplified and the procedures implemented? 

The HSC scheme has shown itself to be a very effective mechanism for dealing 
with a relatively small number of complaints. Can it be developed to play the larger 
role the charters imply? To achieve this it would be necessary to remove, or amend, 
some of the restrictions upon the HSC’s jurisdiction. The two most significant are the 
exclusion of actions taken in exercise of clinical judgement and the operation of 
formal procedure by which service committees consider allegation of breach of 
contracts of service. These exclusions cover precisely those features of the NHS 
which most members of the public most frequently encounter — treatment by 
a practitioner, and particularly their own GP. As table 4 shows, in the two decades 
of the HSC scheme, nearly 14,000 complaints have been received by the 
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TABLE 4 Health Service Commissioner: rejected complaints, 1973-92 








Year Complaints Complaints Complaints Complaints 
Received Rejected or Rejected- Rejected- 

— Total Discontinued Clinical Community 

-~ Total Judgement Practitioner 
1973/74 361 185 36 22 
1974/75 493 269 60 76 
1975/76 504 291 63 81 
1976/77 582 338 91 83 
1977/78 584 294 120 32 
1978/79 712 474 184 73 
1979/80 562 345 115 50 
1980/81 647 416 128 59 
1981/82 686 447 145 70 
1982/83 798 559 220 87 
1983/84 895 592 222 96 
1984/85 815 446 150 71 
1985/86 926 454 131 66 
1986/87 883 386 119 60 
1987/88 794 505 124 76 
1988/89 753 357 54 54 
1989/90 794 486 204 97 
1990/91 1006 436 211 115 
1991/92 1142 564 220 125 
1973/92 13937 7844 (56.3%) 2597 1393 





Note: Complaints normally include more than one grievance 
Source: HSC Annual Reports. 


Commissioner’s Office. Over half of those have been rejected or discontinued. 
Nearly 4,000 have been rejected either because of clinical judgement or because they 
were caught by the community practitioner exclusion. 

There are two main obstacles to extending the HSC’s jurisdiction in this way. First, 
unless there is significant expansion in resources for the HSC, the office could be 
seriously over-loaded (HSC 1983-84, para. 7). The length of time taken on investiga- 
tions is already a matter of concern for both the HSC (1989-90, para. 5; 1990-91, 
para. 7; 1991-92, para. 4) and the PCA — it is said to be a reason why MPs do not make 
more use of the latter (Gregory and Pearson, forthcoming) — and the current 
Commissioner has been making determined efforts to reduce it. If this problem is 
not to worsen, extra resources will be necessary if the HSC’s remit and case-load are 
expanded. 

The second, and more difficult, problem to arise from a proposal to extend the 
HSC’s jurisdiction will be opposition from the health service professions, particu- 
larly the doctors. The British Medical Association (BMA) has never been exactly 
enthusiastic about the HSC scheme and it has recently been campaigning vigorously 
against the government's general health service reforms. If its likely opposition to 
an extension of the HSC’s jurisdiction, particularly with regard to clinical judgement, 
is to be overcome there would have to be safeguards to avoid HSC investigations and 
findings prejudicing practitioners’ professional standing as well as preventing any 
possibility of double jeopardy. 
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A powerful argument for reform in this area is that under the existing procedures 
the lay complainant is at a considerable disadvantage (ACHCEW, 1991, p. 17). The 
HSC would be perceived by most complainants to be more independent. In so far 
as that perception is a function of the HSC’s lack of a professional background in 
medicine, it is precisely why the medical professions resist his involvement in 
matters involving clinical judgement. A lay commissioner is, of course, able to 
obtain expert opinion should he require it. The insurance ombudsman, for example, 
already does this. Moreover, the HSC himself, in deciding whether an action was 
taken solely in the exercise of clinical judgement, takes advice from advisers. He also 
on occasion needs to inform himself about clinical aspects of cases in order to reach 
a considered judgement about non-clinical matters (HSC, 1974-75, paras. 8 & 9). 
Neither Sir Alan Marre (ibid) nor Cecil Clothier (HSC, 1983-4, para. 8) could see any 
great difficulty here. Nevertheless, the medical professions have on many occasions 
demonstrated their strength as a lobby, so reform in this area would require 
considerable political determination. If the HSC scheme is to play the role which the 
Citizen’s Charter implies it should, then political determination to effect the neces- 
sary reforms will indeed be needed. It is a matter the Select Committee might well 
consider. 


NOTES: 

The author wishes to acknowledge the assistance given to him in the preparation of this article by 
Professor Victor Moore and Ms Jane Pearson, colleagues in the Centre for Ombudsman Studies in the 
University of Reading. 

1 Circular HC (88) 37 in England; (88) 36 in Wales; Circular 1981 (Gen ) 43 in Scotland. 

2 For example, Case w 100/85-86 in which a charge nurse complamed on behalf of a mentally- 
handicapped patient (HSC, 1986-87). 

3 For example, Case W 105/79-80, in which the HSC upheld allegations of mishandling of a serious 
complaint by a health authority involving delay of nearly one year (HSC 1980-81 paras. 85-87). 

4 For some examples of such investigations and the parliamentary follow-up (see Select Committee, 
1992, paras 45-47) 

5 For an example of disagreement on this, see case concerning the discharge of a woman aged 103 
from a hospital accident unit in Clwyd in the early hours of a winter morning (Select Commuttee 1978). 
6 See, for example, a case concerning failure to admit a frail and demented 85 year-old woman to a 
Barnet Hospital (Select Committee 1989, QQ 155-186). 

7 HSC 1983-84, para. 128 gives a similar instance of an authority complying after the HSC had reported 
their refusal to the Select Committee 
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PUBLIC MANAGEMENT 


THE EVOLUTION OF THE CIVIL SERVICE - A 
PROGRESS REPORT* 


ROBIN BUTLER 


I have chosen the word ‘evolution’ deliberately because I want to convey the idea 
of the mutation of a body into something different over a period in response to 
external changes in the environment in which it operates. Evolution is also an apt 
word because it conveys that the changes have been taking place over a long period 
and are likely to last for a long time. 

Iam sometimes asked what the final shape of the civil service will be, in tones that 
imply that the Head of the Civil Service ought to know the answer to that question 
-Ido not. It is not unusual for an organism in process of evolution not to know what 
its final state will be. You see the tail getting shorter and the talons becoming less 
prehensile without knowing that eventually the former may disappear altogether 
and the latter be turned to a different and more flexible use. But, perhaps unlike the 
strict definition of evolution, we can discern the factors to which we are responding 
and we are in control of the progressive responses we make. We know too where 
we started from, and it is from there that I would like to start this progress report. 


FORMATIVE PHASE (1854—1920s) 


The critical formative phase of the modern civil service has of course an exact 
starting point, with the publication of the Northcote-Trevelyan report in 1854. The 
culmination of this phase can be said to be marked by the Haldane and Bradbury 
reports, and given final shape by Warren Fisher in the early 1920s. 

During this phase, a number of key characteristics of the service were established 
which are still, wholly or in part, recognizable today: 


Sir Robin Butler, GCB, CVO is Secretary of the Cabinet and Head of the Home Civil Service. 
* The above article is the revised version of a paper to the PSA Annual Conference, University 
of Leicester, 21 April 1993, 
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— a permanent civil service recruited by competitive examination, and promo- 
tion by merit, rather than by patronage or political affiliation; 

— a division between intellectual and mechanical work; 

— clear separation of tenure, functions and responsibilities between civil serv- 
ants and politicians (i.e. ministers); 

— high standards of integrity based on a clear separation between public duty 
and private interest; 

— an expectation that civil servants should be employed, subject to adequate 
performance, within the civil service until retirement and that the apprenticeship 
should start as early as possible because, in the words of the Northcote-Trevelyan 
report ‘the superior docility of young men renders it much easier to make 
valuable public servants of them’; 

—a substantial degree of horizontal coherence across the service, including 
terms and conditions common as between one department and another, control- 
led as part of government expenditure by the Treasury. 


SECOND PHASE (1930s-1960s) 


A second identifiable phase can be said to have lasted from the inter-war years until 
the late 1960s and, in some respects, into the 1970s. Among the chief features of this 
period were: 


— a very substantial increase in the size of the service and the scope of its work 
which had its origins in the welfare reforms of 1910 but continued under the 
influence of two world wars and then during the establishment of the welfare 
state through into the 1950s and beyond. The civil service was part of the culture 
of state intervention; 

— the evolution of a fully comprehensive trade union structure under the aegis 
of the National Whitley System. This developed concurrently with the degree of 
horizontal coherence which I have already mentioned; 

— at the end of the period, pressure for geographical dispersal of civil service 
functions, mainly in order to assist regional policy, as a result of the Hardman 
report of 1973. 


Taken together, these developments insulated the internal management of the 
service and its terms and conditions of employment from political interference and 
the normal tensions in industrial relations in the world outside. If you want an 
example of what I mean, the acceptance by all sides of salary determination by pay 
research is an example. The civil service was in these respects a cloistered profes- 
sion. 


THIRD PHASE (FULTON TO 1979) 


A third phase begins with the Fulton report, which laid a trail for many of the key 
changes in the civil service over the intervening twenty-five years. In particular its 
emphasis on accountability, value for money and a more professional approach to 
management marked for the first time the beginning of a systematic concern about 
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outputs, in terms other than the speed and quality of policy advice, and an interest 
in the way that the civil service was managed and structured, which resulted in the 
establishment of a separate Department - the Civil Service Department (CSD) in the 
first instance -specifically designed to concern itself with these matters. We can now 
see that these were seminal developments, even if the initial means of pursuing 
them — the full-blown CSD, and the approach to management reform through 
standardization, detailed centralized guidance and economies of scale — were to 
prove only transient. 

For a very brief period both ministers and civil servants were able to view Fulton 
with some detachment, as an interesting, but not particularly urgent, agenda for 
reform. The 1970s then provided a series of economic jolts which put civil service 
reform — in practice as well as theory - much more centrally on the agenda. This 
reform is a policy which, in its broader sense, has been common ground between 
the Conservative and Labour Parties. Although there are important differences 
between the parties — for example over privatization and to some extent market 
testing for example — what has been striking has been the measure of agreement 
over a wide range of key areas such as the need for delegated responsibility, clear 
objective setting and budgeting techniques, greater openness and improved service 
to the public. 

The results of the oil crisis of 1973/74, culminating in the accommodation with the 
IMF in 1976, were the key events of the early part of this period. For the civil service, 
like others, ‘the party was over’. Economy and greater efficiency were pursued 
through cuts in both manpower and general expenditure: the latter was effectively 
‘capped’ by the introduction of cash limits in 1976. Reductions in manpower were 
implemented from 1976 and by 1979, the civil service was already some 15,000 
smaller. At the same time, greater efficiency was pursued in specific areas through 
one-off studies and reviews. 


1979 ONWARDS 


The advent of the Conservative administration of 1979 saw a continuation of these 
developments, but now pursued for both political and administrative reasons. Thus, 
manpower reductions were now seen both in terms of economy, and in the context 
of redrawing the boundaries of the state. Efficiency work was put onto a systematic 
basis with a scrutiny programme headed initially by the then Sir Derek Rayner. 

I shall turn in a moment to consider the way in which these policies have 
developed since 1979, and their cumulative effect on the civil service of 1993. Firstly 
however, I want to review briefly the general nature of developments over that 
period. 

Throughout the 1980s, and beyond, the civil service — in common with other parts 
of the public sector — has had to react to a number of very strong forces. There have 
been four successive election victories for a government resolved to reduce both the 
role of the state and public sector expenditure as a proportion of GDP. At the same 
time, upward pressure on that expenditure has continued relentlessly through a 
combination of factors, including the unprecedentedly high numbers of elderly 
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people unmatched by increases in the economically active; high and at times very 
high levels of unemployment; and continually increasing consumer expectations 
not just of overall standards of living, but specific standards of public service more 
closely adapted to meet a wider range of individual needs. 

For the civil service this combination of factors has imposed an extraordinarily 
heavy pressure for increased efficiency, cutting costs, justifying activities and get- 
ting more and more out of the resources provided by the taxpayer. As we will see, 
it is a requirement that has far outstripped the traditional approach of simply 
slimming down within the existing overall structure. Hence a very distinctive 
feature of the last twenty years — and particularly the latter part of it - has been the 
extent to which the civil service has been changing not simply as a by-product of 
wider social changes or overall government policy, but as a direct result of initia- 
tives specifically targeted at it. In that sense the gentle process of evolution which 
started in the 1960s has turned into a revolution of the 1980s and ‘90s. 


THE “MANAGEMENT REVOLUTION’ 


This management revolution did not therefore spring onto the stage, fully formed, 
in 1976, 1979, or any other date. It has been a gradual though accelerating process 
throughout the intervening years, as new initiatives have been layered onto each other. 

In considering the reform process of the 1980s, now continuing into the 1990s, I 
find it helpful to categorize it under four headings — not exclusive, since, as I shall 
show, one category may serve the purposes of the others. The four categories are 
ownership, management (by which I mean the reduction in numbers, the Financial 
Management Initiative, efficiency scrutinies, Next Steps, delegation and the 
Citizen’s Charter), competition and openness. 


Ownership 

By ownership, I refer principally to privatization. Market testing may contribute to 
it, to the extent that the result of market testing may be the transfer of the provision 
of certain functions to the private sector, although I prefer to see that under the 
heading of competition. Contractorization ~ for example of the dockyards or nuclear 
warhead production — certainly has the same effect as privatization in transferring 
functions and staff to the private sector. 

Privatization is the most political of the four categories. The Conservative govern- 
ment has had a policy since 1979 of rolling back the public sector, of transferring 
functions, if they needed to continue at all, to the private sector. The Labour Party 
has in general been opposed to it. The civil service must be neutral about it as a 
matter of policy, though supporting the government in carrying it through. Since 
1979, almost a million public sector jobs have been transferred to the private sector. 
The civil service has been less affected by privatization than the nationalized 
industries, although the government is now turning its attention to certain civil 
service functions. 
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Management 

Numbers Under the heading of management, there were three elements to the 
government's policy in the early years after it took office in 1979. The first was a 
squeeze on numbers — a direction to the effect that, come what may, the number of 
the civil service had to be down to 635,000 by 1983. The underlying thought was that 
private sector companies have from time-to-time to make economies to survive, 
with or without loss of functions, and the civil service should be subject to the same 
disciplines. As a result, the civil service did indeed come down from 734,000 to 
635,000 and beyond it, helped by the automation of some of the huge clerical 
processes which information technology has made possible; it is now down to 
under 600,000, a reduction of some 20 per cent. 


Financial Management Initiative The second was the Financial Management Initiative 
or FMI. When addressing a seminar on the ‘Future Shape of Reform in Whitehall’ in 
December 1987, my predecessor, Sir Robert Armstrong, described the launching of 
the Financial Management Initiative in 1982 as ‘the single most important develop- 
ment’ in civil service reform of the last eighteen years, effectively since Fulton. That 
was a prescient remark since many subsequent initiatives such as the Next Steps 
Initiative, the Treasury’s moves towards greater delegation in the pay and personnel 
fields and even the Citizen’s Charter could not have taken place without the 
foundation of the FML 

The basic principles were set out in the government's 1982 White Paper, Efficiency 
and Effectiveness in the Civil Service (Cmnd. 8616). These were that all managers 
should have: 


— first, a clear view of their objectives; and assess and, wherever possible, 
measure outputs or performance in relation to those objectives; 

— second, well-defined responsibility for making the best use of their resources 
including a critical scrutiny of output and value for money; and 

— third, the information (particularly about costs), training and access to expert 
advice that they need to exercise their responsibilities effectively. 


Efficiency scrutinies The third element of the reform of management in the early 
1980s was the efficiency scrutinies. Initially, efficiency scrutinies were limited to a 
specific activity in an individual Department, and indeed, such ‘one-off’ scrutinies 
are still carried out. Increasingly however, the emphasis came to be on simultaneous 
reviews of an area or function common to a number of Departments, in order to 
draw out common problems and share lessons to be learnt. Examples are the 1987 
Review of Management in Government, which led to the Next Steps Initiative and 
a current Review of Implementation and Enforcement of EC law in the United 
Kingdom. Efficiency scrutinies have in themselves had very significant results, 
improving management in a very wide range of functions and leading to savings of 
over £2bn since 1979. 

But an even more important development has been the way in which the effi- 
ciency focus was gradually extended from specific functions to general manage- 
ment techniques and processes throughout the service. In particular, this led 
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successively to consideration of the scope for the de-centralization and delegation of 
management responsibility; and the separation of the purchaser function from that 
of the provider. From these two management concepts have come a series of 
initiatives whose effects on today’s civil service can hardly be over-stated. 


The Next Steps Initiative The most important of these was the Next Steps initiative, 
launched in 1988, which applied to the civil service on a structural basis the 
principles of delegation and the distinction between purchaser and provider. By 
separating the executive, service delivery functions of government — whether geo- 
graphically remote or not — from the policy centre, and placing them as far as 
possible within separate clearly defined organizations known as Agencies, Next 
Steps has taken the delegation of management responsibility and control a very 
substantial stage further. But it has also done a great deal more than this. By 
effecting the financial separation of the executive activity from the rest of the 
Department, it split the purchaser from the provider function. 

The implications of doing this have led the Treasury and Civil Service Select 
Committee to term Next Steps ‘the most ambitious attempt at Civil Service reform 
in the twentieth century’. I would not dispute that. Next Steps has already gone a 
substantial way to changing the organization of the service from an essentially 
horizontal basis of large, monolithic departments sharing common staff conditions, 
pay and grading structures and working practices, to a much more vertical basis of 
small, core policy departments each with its own ring of Executive Agencies. Each 
Department has far more freedom from the centre than was the case only a few 
years ago, while each Agency has a framework document setting out its own aims 
and objectives; reporting, accountability and financial procedures; pay, recruitment, 
training and other personnel delegations and industrial relations arrangements. 

I regard as particularly significant the change in the role of the official in charge 
of each Agency. Under the ‘horizontal regime’ this would have been what I might 
call an ‘ordinary’ Under-Secretary running a ‘command’ within the main Depart- 
ment, interchangeable, at least in theory, with almost any Under-Secretary in the 
Service and moving on, after a few years, to another posting in perhaps a totally 
different area of work. The Under-Secretary has now become an Agency Chief 
Executive, with substantially greater independence and control over his or her 
Agency’s wide range of management delegations. He or she will operate effectively 
on the basis of a personal contract with the Minister of the sponsor Department. That 
contract will be for a fixed period, will require performance against specified 
targets, and will allow for substantially greater remuneration — including potentially 
large performance bonuses. Between 60 and 70 per cent of Agency Chief Executives 
currently in post were appointed following an open competition, and about 35 per 
cent are from outside the civil service. 


Delegation The extent of delegation to Departments and Agencies from the central 
Departments, that is the Treasury and those parts of the Cabinet Office responsible 
for civil service management, has been substantial. Recruitment, for example, is 
now run for 95 per cent of posts by Departments and Agencies, subject only to 
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monitoring by the Civil Service Commission to safeguard the principles of fair and 
open competition. On the pay side this policy has not only involved making the 
central pay system administered by the Treasury more flexible - including the 
introduction of performance pay — but will also mean passing to the major Agencies 
full responsibility for pay and grading matters. This reached a significant milestone 
on 1 April this year when the Inland Revenue implemented its own pay and grading 
system for all its 64,000 staff. The Revenue (which is now run fully on Next Steps 
lines) will be followed over the course of the next 12 months by Customs and Excise 
and the 17 largest Agencies (covering more than half the civil service) who will 
move to pay and grading systems which they themselves will have designed in the 
light of their own particular business needs, and negotiated with their own unions. 

There have been similar changes in the field of those terms and conditions of 
service not directly connected with pay. In the past, the terms and conditions of 
employment in the civil service have been negotiated by the central Departments 
(under powers conferred by the Civil Service Order in Council) with the national 
Civil Service Trade Unions, and set out in a detailed central code. The central 
Departments are now progressively handing over to managers across the whole of 
the civil service greater discretion and a new Civil Service Management Code 
reflecting these changes is being published this year. This will be very much slimmer 
than its predecessor. It will continue to lay down central principles, but each 
Department and Agency will be responsible for making clear to their staff the 
particular terms and conditions which apply in their organization. 


Financial delegations As part of its approach to the strategic planning and control of 
public expenditure the Treasury has been working with Departments to introduce 
financial regimes which give Next Steps Agencies and other bodies significantly 
greater flexibility in their operations. Twenty-six Agencies and Divisions within 
Departments now have only the gap between their revenue and expenditure con- 
trolled by the Treasury and twelve have trading funds freed from the straitjacket of 
Annual Vote accounting, including the Defence Research Agency and Land Registry 
which became trading funds on 1 April this year. 

The Treasury has also been working with Departments and Agencies to review 
levels of financial delegation (for example, on capital spending, asset disposals, 
writing off losses, etc.). The aim both in terms of the Treasury’s relations with 
Departments and Departments’ relations with their Agencies is to move towards a 
framework of strategic control, with the centre increasingly concentrating on key 
strategic issues arising out of strategic or corporate plans. Much has been achieved. 
In the case of Agencies, levels of financial delegation have in many cases been 
significantly increased. Details are already set out in each Agency’s framework 
document. In the case of eight major Departments the Treasury has been working 
with them to codify levels of financial delegation. In a number of cases where 
Departments have established a good track record this has led to significant in- 
creases in levels of financial delegation. And this process will continue. 

In these characteristics delegation and the creation of Agencies within the civil 
service has much in common with opting out in health and education. Opting out 
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is often confused with privatization, which it is not. It is, of course, allowing local 
units to run their affairs more directly, with less interference from intermediate 
authorities. A similar principle applies to Next Steps Agencies within the civil 
service, and their establishment has sometimes been opposed for the same reasons 
as hospital trusts and grant-maintained schools. 


Citizen's Charter The culmination of the movement towards output management 
is represented by the Citizen’s Charter. Based on the principle of making the public 
services much more directed towards the needs of the public by defining the 
standards of service which the individual member of the public can expect and 
offering rights of redress if those standards are not delivered, the Citizen’s Charter 
applies across the whole of the public services. It requires those services to shift their 
attention towards the aspirations of the public and away from the interests of 
themselves as providers. It is a fundamental change of focus but one which could 
hardly have occurred without the advances in objective-setting and performance 
measurement which came earlier in the process. It was signposted by Fulton and 
made possible by the Financial Management Initiative but the Citizen’s Charter aims 
at making a reality of it by applying people power to enforce its realization. 


Competition 

The third of my categories of management reform was competition. Where possible, 
the government has turned government operations into units with bottom lines 
which can be compared with the market. One by one, suppliers of services within 
the government — the Property Services Agency, the Crown Suppliers, the Civil 
Service Catering Organisation — have lost their monopoly position in providing 
services within government and have been exposed to the competition of others. 
Now market testing is being applied much more widely in central government — as 
it has already been in local government — to 50,000 jobs in the current year. Whether 
or not the contracts for providing the services go to those inside government who 
have been providing them already, experience in local government shows that the 
spur to greater efficiency is substantial. 


Openness 
The ending of monopoly provision within the civil service is one form of openness. 
A similar extension of competition with the private sector has applied to filling 
posts, particularly those of the Heads of the Executive Agencies. There has always 
been a sense of strong competition for senior posts in the civil service ever since the 
Northcote-Trevelyan reforms introduced the concept of advancement on merit 
rather than Buggins turn. But it has for the most part been a discreet, hidden 
competition. Now more posts are advertised and many opened to application by all- 
comers. The tradition introduced by the Northcote-Trevelyan reforms that the civil 
service should be staffed by those who entered from university and spent their 
whole career in the service has been done away with and there is virtually no age 
limit to recruitment. The whole process has become much more open. 

Openness is a subject which, of course, goes much wider. Openness of informa- 
tion is the subject for a lecture in itself and is indeed currently the subject of what 
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may be the longest private members’ Bill ever introduced to Parliament. I have not 
time to do justice to it today but could not complete this catalogue of reforms without 
noting that here too there is a continuing shift in attitude from the public’s having to 
show reason why information should be made available to the government's having 
to justify those cases where it is in the interests of the public that it should be withheld. 


THE SCALE OF REFORM 


I fear that I may have wearied you with the scale and range of reforms which have 
been, and are continuing to be, applied to the civil service. Yet it is necessary to set 
out the full scope. The re-structuring, delegation of management, the Citizen’s 
Charter, efficiency scrutinies, the application of information technology, market 
testing, open competition for appointments, greater openness of information, the 
geographical transfer of many thousands away from London and the South East to 
which I have not even referred ~ the list is a formidable one. Yet managers up and 
down the country are carrying out these changes and doing the day-to-day work as 
well. 

So let us take stock of what we have left and what we have lost of the civil service 
formed by Northcote-Trevelyan and Warren Fisher: 


— we no longer have an expectation that civil servants should only be recruited 
directly after education: people can be recruited at all stages of career (and 
incidentally the civil service is no longer confined to the ‘young men’ exclusively 
referred to by Northcote-Trevelyan — a third of the fast stream entry to the civil 
service is now female, and as I have just mentioned age restrictions for entry have 
very largely been abolished); 

— we no longer have the division between intellectual and mechanical work, 
with the former confined to the Higher Civil Service; it is recognized that 
management of large executive operations requires exercise of the intellect and 
that policy-makers similarly need to understand how the ‘mechanical’ functions 
work and preferably have experience of running them; 

— we have given much more emphasis, particularly in recent years, to the 
vertical structure of the civil service; 

— while the Treasury retains firm control of the cash available to Departments, 
it seeks to exercise much less control over the details of terms and conditions, 
and is allowing a diversity in them to develop. 


On the other hand let us consider what we retain: 


— we still have a permanent civil service recruited by open competition, and 
promoted by merit, rather than by patronage or political affiliation; 

— we still have a clear separation of tenure, functions and responsibilities be- 
tween civil servants and politicians; 

— we still have high standards of integrity; 

— we still have a substantial degree of horizontal coherence, though some 
fear that it may be weakened by the vertical diversity developing within 
the service. 
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All these characteristics I believe that politicians of all parties, the great majority 
of the informed public and the civil service itself wish to retain. 


THE AGENDA FOR CONTINUITY 


These issues, taken together, represent an agenda for continuity which we must set 
alongside our agenda for change. 

What therefore are the main items on this agenda for continuity? I would like to 
single out three of them in particular; all are important in their own right, and all 
are inter-linked. 

First, there is the need to maintain a degree of cohesion across the service as a whole. 
In considering the effect of Next Steps, I pointed out how that initiative, as the 
culmination of a number of reforms to delegate control and responsibility, has had 
the effect of changing the service’s organizational basis from the horizontal much 
more towards the vertical. This development can, and will, go further. But it is 
essential that it does not reach the point where individual Departments and their 
Agencies become simply different unconnected elements in the overall public 
sector, with little in the way of staff transferability, and no real working mechanisms 
for policy co-ordination. Departments — and still more their Agencies — do certainly 
undertake extremely diverse functions, often requiring particular staffing skills and 
profiles, expert support services and specially tailored financial systems. But at the 
end of the day, they all continue to support the same group of Ministers who meet 
round the Cabinet table and whose policies, in the world of today more than ever 
before, need to be — and to be seen to be - coherently designed, linked and presented. 

Next, the continuation of a non-political civil service with a shared sense of the 
essential values and ethics that make our system work. I discussed some of these issues 
in some detail in my evidence to the Treasury and Civil Service Select Committee 
(10 March 1993). It is clear that the empowerment of line managers under the 
Financial Management Initiative, the weakening of the traditional horizontal struc- 
tures through Next Steps, and a much greater working-level interface between the 
civil service and the private sector, will have very significant results. One of these 
will be a far greater number of officials, some of them relatively junior, with 
responsibility for substantial delegated budgets, and in charge of managing large 
contracts. 

We should not be afraid of letting that happen. But at the same time we must take 
care to guard against some of the possible consequences. The idea of the civil service 
as a comfortable and secure sinecure at the end of it has gone: it would be a grave 
disservice to the nation as a whole if that view was to be replaced by another, 
equally unflattering and more unsavoury, image of a service in which only the 
bottom line mattered and the means of getting to it were a matter of less concern. 
This of course only underlines further the need for continuing horizontal links of the 
sort I have just mentioned to underpin and safeguard shared ethical standards. 

It also points up the value of the third item in my Agenda for Continuity, namely 
the concept of the civil service as a career; and in particular the need to maintain a 
balance at senior levels between outside appointees and those promoted from below 
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with experience of working in government. I have already outlined how open 
competition is widespread for Agency Chief Executive vacancies, and it is now 
starting to become more common in the top three grades, which are known as the 
senior open structure. It raises issues of career management to which we are having 
now to give attention. 

We have long recognized, of course, that the civil service is not in the business of 
offering a career for life for everyone. Many of our younger staff do not join for a 
career. They see life in one of our local offices or in one of our clerical sections in 
Whitehall as just another job of work. They will expect to move on to find different 
challenges, less stress or more pay, just as young staff working for banks, building 
societies or any other employer do. 

Others of our staff join us for a period or in mid or late career, but see themselves 
working in a profession — science, engineering, the law, economics, accountancy, or 
whatever — in which movement across the sectors for development or career 
advancement is common and accepted. They give us value but not for life. 

But this does not mean — as some have implied — that the career concept for us is 
dead. Our contacts with other large private sector employers have shown that they 
all take it for granted that it is very much in their interests to try to grow their own 
senior managers within their organization wherever they can. They need people 
who understand their own organization and who develop over time a whole range 
of relevant expertise and cultural knowledge. They need to show that they care 
about and offer development to the very best staff whom they want to retain. They 
need to bring through people with specialist knowledge - something at which the 
civil service has not been very good — and qualify them for the most senior posts in 
their organizations. 

Our needs in the civil service are very similar. We need, I believe, to retain a mix 
of staff, recruiting some with experience of others’ sectors. We need to be sure we 
understand the challenges faced by those affected directly by our own work, and we 
need to remedy skills shortages and bring in people to change our culture where it 
needs it. All that is healthy and is happening. A recent survey showed that 80 per 
cent of our senior open structure had experience of another sector before joining us 
or on secondment or attachment. But that is no cause to stop attempting to grow 
most of our own timber, like good employers everywhere. 

Moreover, the strongly held wish of all political parties to retain our tradition of 
an apolitical impartial civil service, providing continuity whatever the party in 
power, gives us one further reason for maintaining a viable career structure resistant 
to politicization. The US system in this respect is not one that I or our political 
leaders find attractive. 


THE CHALLENGES OF THE 1990s 


It will be clear, from what I have just said, that I see the greatest challenge facing 
the civil service in the last years of the century as the need to combine the greater 
efficiency, flexibility and standards of service resulting from the management 
changes of the last twenty years, with the maintenance of the integrity, probity and 
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cohesion which I have just described. But of course, that issue in itself ~ fundamental 
though it is — will not be the only question which the service will need to address. 

Firstly, the ever more severe pressures on financial resources are clearly going to 
stay with us, and may well even intensify. The widespread demand for and 
expectation of better services will continue, but there will be continued public 
resistance to higher taxation — so the requirement for cost cutting through ever 
greater management efficiency, skilful prioritizing and careful forward planning 
will continue. Most of the main items on the Agenda for Change are likely to remain 
in place irrespective of which of the parties is in government. 

Looking further afield, our place in Europe will have an increasing importance. 
The days are long gone when only a handful of Departments such as the Ministry 
of Agriculture and the Department of Trade and Industry had to worry about the 
EC and its doings: almost every Department of the civil service now quite regularly 
has to deal with issues arising from Commission Directives, rulings of the European 
Court of Justice, and so on. This relationship will clearly continue to grow, and I 
believe the gradual effect of inter-acting closely with other European bureaucracies 
will be profound. 

At the same time, the civil service, like all other large employers, will need to keep 
abreast of social and technological change, not least the increasing pace of IT 
developments. The service’s huge data processing systems have already been 
through one revolution in the last twenty years, and are likely to face another. 

Finally, the civil service will need to retain its quality as a good employer, not least 
in the field of equal opportunities, where we must continue to be in the forefront, 
in our self-interest as an employer wishing to have access to the best talent available 
as well as out of a sense of equity. 


CONCLUSION 


At the start of this article, I talked about the evolution of the civil service. At the end 
of it, I should like to change the analogy and compare management reform to a 
journey. We know the direction we are taking: we encounter problems we have to 
tackle on the way. As we make progress the shape of the landscape ahead becomes 
clearer. 

The fact that the exact shape of the destination ahead is imprecise does not mean 
that the journey is out of our control. We are in control of, and have to be responsible 
for, each step we take. We need to decide in each case whether it is taking us in the 
direction in which we want to go. There is of course no final destination, this side 
of the apocalypse. The journey goes on. 


NOTE: 


Anyone wishing to reprint this article should contact the author personally at: The Cabinet Office, 
70 Whitehall, London SW1A 24S. 
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EVALUATING AGENCIES: NEXT STEPS AND 
PERFORMANCE INDICATORS 


NEIL CARTER AND PATRICIA GREER 


The formation of Agencies represents the ‘Next Steps’ in both the broad sweep of 
British public sector managerial reform (transcending the Financial Management 
Initiative) and, more narrowly, in the continuing development of public sector 
performance evaluation. The FMI encouraged the mass development of performance 
indicators (PIs) throughout the public sector but, because the objective of increasing 
decentralization was largely unfulfilled, Pls were used only cosmetically in most 
organizations. Under Next Steps central Departments need to exercise ‘hands-off’ 
control over Executive Agencies: it is this structural reform of government, rein- 
forced by the formal linking of performance indicators and targets to objectives and 
(ultimately) resources, which should provide a major incentive to improve and 
employ PI systems. Consequently, one yardstick by which to evaluate the impact of 
Next Steps is by the robustness of PIs and the extent to which they are being used 
by Departments and Agencies. If PIs are being utilized, much may be learnt about 
Next Steps by observing which dimensions of performance Whitehall is most 
concerned to control. 

This article examines the important role played by performance indicators in the 
Next Steps initiative. Models developed in earlier work (Carter 1991; Carter et al. 
1992) are used to analyse the PIs found in the business plans of the four Agencies 
formed by the Department of Social Security. Despite a decade of managerialist 
reform, Departments and Agencies have still found it necessary to allocate signifi- 
cant resources to improving the design of PIs — a response that suggests that Next 
Steps is forcing PIs to be taken more seriously than before. 


ESTABLISHING THE LINKS: AGENCIES AND INDICATORS 


The Next Steps initiative continues the public sector managerial revolution which 
Hood has called the ‘New Public Management’ (Hood 1991). The overall objective 
of this revolution has been to transform the culture of the civil service through the 
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introduction of managerial doctrines and techniques; in particular, a central concern 
has been to improve the monitoring, control and evaluation of performance. 

Yet Next Steps was born out of the frustration felt by Rayner and his colleagues 
that by 1986-7, despite several years of reform, the civil service still showed little 
sign of real cultural change. There had been some positive achievements: the 
efficiency scrutiny programme and the FMI had undoubtedly inculcated civil serv- 
ants with a greater consciousness about costs and resource use, while MINIS and the 
FMI had improved the quality and acceptability of information systems in Whitehall 
(Metcalfe and Richards 1990; Gray and Jenkins et al. 1991). However, it was clear 
that the substance had not really changed: the Whitehall culture of caution remained 
intact; a safe pair of hands was still preferable to an innovator; proven management 
skills did not necessarily improve individual promotion prospects (Hennessy 1989). 
Despite the FMI there was still very little devolution of financial and managerial 
responsibility down the line. Worse, there was evidence of demoralization and 
demotivation, particularly at middle and junior levels of management (National 
Audit Office 1986; Colville and Tompkins 1989). 

The same was true for the specific issue of performance evaluation. The FMI was 
the catalyst for the proliferation of performance indicators throughout the public 
sector: the number of output and performance measures included in the Public 
Expenditure White Paper rose from around 500 in 1986 to 2,302 in 1989, although 
there was considerable variation between Departments in the ‘coverage, amount, 
quality and detail of the published performance information’ (National Audit Office 
1991a, p.7). Departments discovered serious constraints on both the design and the 
use of PIs. The conceptual complexities facing the design of reliable PIs — particularly 
of effectiveness and the associated aspects of quality and consumer satisfaction — 
have been widely chronicled (see Carter 1991; Carter et al. 1992: Cave et al. 1990; 
Pollitt 1986). Yet, despite a growing consensus about the characteristics and looks of 
a ‘good’ PI system (Carter 1991; Cave et al. 1988; Flynn et al. 1988; Jackson 1988), 
progress continued to be hampered by technical obstacles, notably the availability 
of reliable data. Thus the Treasury and Civil Service Committee recently complained 
that ‘We are disappointed that the lack of suitable management information systems 
should still be seen as an impediment to the comprehensive presentation of per- 
formance measures after more than a decade of seemingly radical civil service 
management reform’ (1991, p.xi). Even when design problems are overcome, there 
remains the problem of integrating Pls into strategic and operational management: 
Le. in actually using PIs. While there is evidence of a gradual increase, albeit limited 
and variable, in the use of PIs (Carter et al. 1992; Cave et al. 1990; Jenkins et al. 1987), 
when Next Steps was launched PIs could not be described as a central and irreplace- 
able tool of civil service management. 

Hence the significance of the Next Steps initiative for the future development of 
performance evaluation and, vice versa, the crucial role that PIs must play in the 
Agency experiment. At the heart of the Next Steps programme is the objective of 
devolving financial and managerial responsibility for service delivery away from 
the central Department. But this creates the flexibility /accountability tension — the 
freestanding, flexible agency must still be accountable to its sponsoring department 
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-and the paradox: that to decentralize it is necessary to centralize (Perrow 1977; see 
also Carter 1989; Metcalfe and Richards 1990). In theory, a reliable system of 
performance indicators allows a Department to maintain effective ‘hands-off’ con- 
trol over an Agency which retains its flexibility. In practice, because the Department 
holds ultimate responsibility for performance it may not want to ‘let go’; it may seek 
to obtain as much information as possible to allow it to exercise virtual ‘hands-on’ 
control (Greer 1992). 

The monitoring and control system is made explicit by the formalized perform- 
ance target-setting which is built into the Agency business plans. These plans 
include a number of PIs and targets agreed between the responsible minister, central 
Department and Agencies. In effect, the business plans are the Agencies’ ‘contracts’ 
by which they agree to deliver a specified performance within a given level of 
resources, taking account of Treasury forecasts regarding areas of uncertainty such 
as inflation, growth, unemployment. Such forecasts will generally be more signifi- 
cant for non-trading, service-providing Agencies than for the more business- 
oriented Agencies which raise all or part of their revenue from receipts. If there 
are marked variations between forecasts and events then Agencies can submit 
supplementary bids for additional resources to meet unplanned demand. There 
is, however, uncertainty regarding the point at which it is appropriate for a chief 
executive to bid for supplementary resources rather than attempting to meet 
additional demands (and the set targets) within existing resources. 

The expanding role of PIs has already had an impact on the relationship between 
the Treasury, Departments and Agencies. The increasing use of PIs by Departments 
in exercising hands-off control over Agencies provides the Treasury with more 
information about the use of resources in various aspects of departmental activity. 
This is a double-edged sword: on the one hand, there is less scope for Departments 
to disguise inefficiencies; on the other hand, when bids are not fully met Depart- 
ments and Agencies can ask ministers to be explicit about which areas of service 
should be cut. 

A wide range of other interested bodies may also be watching PIs closely. PIs 
could be exploited by parliamentary committees and individual politicians to hold 
ministers and chief executives responsible for service delivery in the political arena. 
Interested professional and consumer groups are likely to pay Pls increasing regard 
particularly as a means of monitoring the quality of service delivery. This last trend 
is likely to gain impetus from the Citizen’s Charter initiative which requires service 
organizations to display publicly details of individual branch or unit performance 
against targets. 

Thus Next Steps is the successor to the FMI in continuing the forward march of 
performance evaluation. At the end of the 1980s, it appeared that Departments had 
introduced many of the basic requirements of performance evaluation — new infor- 
mation systems, a selection of performance indicators and a limited degree of target- 
setting. It seemed to some observers that the task of constructing PIs for the new 
Agencies would involve little more than some fine tuning of existing Pls, with the 
possible exception of continuing the ongoing efforts to design better effectiveness 
and quality of service PIs (Lewis and Jones 1990). We now turn to the early 
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experiences of the DSS Agencies to investigate whether the FMI enabled the Next 
Steps initiative to develop robust systems of performance evaluation. 


THE DEPARTMENT OF SOCIAL SECURITY AGENCIES 


The Department of Social Security provides an informative study because it incor- 
porates several ‘types’ of agency (Greer 1992). The DSS has five Agencies which 
employ over 97 per cent of the Department's staff: the Resettlement Agency, one of 
the first Agencies (established in April 1988); the Information Technology Services 
Agency (ITSA, April 1990); the Contributions Agency (April 1991); the Benefits 
Agency, by far the largest of all the Agencies with some 70,000 staff (April 1991); 
and the Child Support Agency (April 1993). 

The Child Support Agency is an extreme example of an agency starting almost 
from scratch; it has inherited an Act of Parliament but few extant organizational 
structures. Less extreme was the starting point for the Contributions Agency which 
possessed no management structure as staff were previously integrated into the 
organizational structure of the Benefits buildings and areas in which they worked. 
The main tasks in developing the Contributions Agency have therefore been to 
establish a management structure, to distinguish its objectives and information 
systems from those of the Benefits Agency and of the Department, and to develop 
appropriate indicators and targets for measuring the performance of the new 
agency. With this in mind, the Contributions Agency operated as a unit for one year 
to allow some time for structures to be developed prior to its launch as an Agency. 
Similarly, the Information Technology Services Agency ran as a district departmen- 
tal section for one year before becoming an Agency. Prior to this, however, compu- 
ter services had already been brought together in one division (the information 
technology services division) which allowed time for it to develop organizational 
structures and information systems. Although the Benefits Agency has also had to 
develop its own management structures, it had established information systems for 
the payment of benefits back in the early 1970s. The Resettlement Agency is unique 
because one of its primary aims is to close down all resettlement units to a planned 
timetable and hand over responsibility for its functions to local authorities. The 
agency was formed from a distinct division within the DSS, albeit a small and 
relatively unimportant section of the Department as a whole. At the outset, its 
performance information was limited to one PI of ‘cost per bed’. It had no effective- 
ness measures even for assessing the extent to which resettlement units were 
achieving the main objective of resettling homeless people into stable lives. 


THE ROLE OF PERFORMANCE INFORMATION IN THE 
RELATIONSHIP BETWEEN DSS HEADQUARTERS AND ITS 
AGENCIES 


Reliable information is vital if central Departments are to monitor and control 
Agency performance. There is, however, a tension concerning the nature and extent 
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of information about the Agency that is kept by the centre. Departments need to 
balance the need for strategic information on the overall performance of an Agency 
against any tendency to demand an excessive volume of information at such 
frequent intervals that the new autonomy and flexibility of the Agency is curtailed. 
The relationship between the DSS and its agencies suggests that this balance of 
‘hands-off’ control and ‘backseat driving’ has yet to be satisfactorily achieved. 
During the initial stages of an Agency’s existence there is a degree of ambiguity in 
its relationship with the Department because the Agency objectives, management 
structures and information systems are in a process of constant evolution. It seems 
that the departmental finance divisions and the Treasury have exploited this uncer- 
tainty to justify repeated requests for more information than is perhaps necessary 
for strategic control. 

Agency framework documents state that Departments are responsible for 
selecting performance indicators and targets in consultation with their Agencies. 
This choice effectively establishes the framework for legitimate departmental 
interest in Agency activities. There is no blueprint on the precise form that these 
consultations and negotiations should take. The DSS experience suggests that de- 
partmental headquarters very much took the lead in deciding the initial PIs and 
targets. However, with experience in the application of these Pls and targets, it 
seems likely that the Agency will be able to play an increasingly informed and 
persuasive role in these negotiations. 


ANALYSIS OF INITIAL AGENCY PERFORMANCE INDICATORS 


Ananalysis of the initial DSS performance indicators as they appeared in the Agency 
Business plans is contained in table 1. The analysis raises three main issues. Senior 
management at the DSS told us that there was a conscious decision to limit the 
number of ‘high level’ secretary of state targets in order to retain room for manage- 
ment flexibility. However, there are some Agency objectives for which there are no 


TABLE 1 Performance indicators in the first four DSS agencies 














Process Efficiency Effectiveness Total 
Quant /Qual. Quant./Qual. 

Resettlement 4 2 0 1 0 7 
Agency 
Benefits 0 6 0 0 1 7 
Agency 
ITSA 0 4 0 3 0 7 
Contributions 2 6 0 1 0 9 
Agency 
Totals 6 18 0 5 1 30 
Source: Initial business plans of the four agencies 
Note: 


Quant. = quantitative indicators 
Qual. = qualitative indicators 
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performance indicators — a feature which, according to the Treasury and Civil 
Service Committee review of departmental reports, reflects what continues to 
be a general weakness in published performance information: ‘the welter of 
performance measures and indicators provided are often poorly related to 
departmental aims and objectives . . . Key policies frequently have no indicators 
relating to them included in departmental reports’ (TCSC 1991, pp. x-xi). One 
omission relates to the provision of policy advice which is an objective common to 
all the DSS Agencies; indeed, the Agencies frequently offer advice on policy initia- 
tives and policy implementation. The main reason for the lack of PIs in this area is 
the difficulty of measurement which has continuously plagued earlier attempts to 
evaluate government policy advice (Financial Management Unit 1985; though see 
NAO 1991a). A second gap concerns the objective of the Contributions Agency to 
maintain ‘comprehensive and accurate’ national insurance records. There is, how- 
ever, no explicit indicator for the accuracy of the records, although there are other 
less overt indicators such as the number of surveys undertaken. A recent National 
Audit Office (1991b) report shows that there may be many inaccuracies in the 
figures. Again this might be explained by the difficulty of constructing a suitable 
measure, but even if it were technically possible to devise a suitable measure 
revealing these inaccuracies, it may still be politically unacceptable to do so. 

Second, there are a number of ‘process’ performance indicators measuring 
throughputs rather than outcomes. The Resettlement Agency has four ‘process’ 
indicators and the Contributions Agency has two. Two of the Resettlement Agency 
process indicators relate to establishing standards of quality of service and to 
developing a methodology for defining and measuring resettlement; areas which 
are central to its function but for which performance information had not previously 
been developed, possibly because of this work being given a low priority. 

The Information Technology Services Agency technically also has process 
indicators such as ‘to complete the work programme within cash allocation’, but 
as the objectives to which these indicators relate are process objectives, then 
these can be regarded as efficiency and effectiveness PIs of how those Process 
objectives are met. 

Third, there is an overall emphasis on quantitative efficiency indicators and few 
effectiveness and, in particular, qualitative effectiveness indicators {although it is 
possible to categorize as effectiveness measures some of the throughput PIs — such 
as clearance times ~ categorized in table 1 as efficiency measures). This reflects a 
general weakness in the PI systems that sprang up in the wake of the FMI: the paucity 
of effectiveness Pls, particularly regarding any measures of quality and consumer 
satisfaction. Indeed, the NAO recorded just 110 indicators of ‘quality of service’ — the 
extent to which the nature and delivery of the outputs meet objectives and, where 
appropriate, user needs ~ in the 1989 public expenditure white paper (NAO 1991a). 
Most of these, as in the Benefits Agency, were measures of timeliness or accuracy. 
Moving beyond this to measure quality in terms of outcomes, ie. the nature of the 
final product, has proven technically very difficult (Carter 1991). It can also 
be complicated and costly to measure customer (or claimant) satisfaction with 
the service. 
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DEVELOPMENTS SINCE ESTABLISHMENT OF INITIAL 
PERFORMANCE INDICATORS 


The DSS Agencies have put considerable effort into further developing objectives, 
performance indicators and targets. In part, recent progress has been made possible 
by technological advances that offer new potential for developing and using infor- 
mation systems. However, Agencies have been returning to first principles by 
examining what should be measured and how this should be achieved. These efforts 
can be explained by the vested interest shared by the central Department and the 
Agencies in ensuring that the measures used in the contractual frameworks are 
relevant and robust. 

This process of re-examination is particularly true for the Benefits Agency which, 
on the face of it, having had a set of PIs for some twenty years (Carter et al. 1992) 
should have less work to do than the other newly formed Agencies. Yet the Benefits 
Agency has taken a fresh look at the way in which it measures and reports clearance 
times and accuracy rates — its long-established core PIs. For example, the Agency 
was forced to accept that its previous sample-based error rate PI was unreliable, 
thereby revealing that to improve these measures, it will have to concede that its 
performance was poorer than had previously been admitted. The most significant 
change is reflected in the 1992/93 Benefits Agency performance indicators which, in 
most cases, replace average clearance times with measured actual end-to-end clear- 
ance times, i.e. a move away from average clearance times to statements about the 
percentage cleared in a specified number of days (for example, the 1992-93 target for 
Disability Working Allowance is 95 per cent of claims cleared in five days). These 
new measures will allow the Benefits Agency to develop a more contractual rela- 
tionship with its customers. Eventually it may be possible to move from measures 
of, say, 95 per cent in five days to 99 per cent in five days (though this may be some 
while off!). Compensation could then be made to those claimants whose claim is not 
cleared within the specified time. However, the aim of moving to 100 per cent or 
close to 100 per cent has implications for resources, diminishing returns and incen- 
tives: the extra costs involved in reaching the target may not be justified by the 
returns and, as failure in just one case may result in a missed target there is no 
longer the incentive to pull out the stops on the remainder. 

The recent Treasury guide on setting targets and measuring performance of 
Executive Agencies states that measures such as those recently developed by the DSS 
‘should be avoided’, as those people whose claims are not dealt with in the specified 
period will find little comfort from knowing that 90 per cent of all other claims were 
processed in that time (HM Treasury 1992). Instead, the guide suggests that targets 
applying to the whole output are preferable (for example, all correctly completed 
applications will be dealt with in four days and 80 per cent in two days). It is 
therefore likely that the Benefits Agency will need to develop further its latest 
measures. 

Another change stemming from both Next Steps and the Citizen’s Charter is the 
attempt to develop more measures of customer satisfaction. At present this dimen- 
sion is measured as part of the ‘National Customer Survey’ which provides a 
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snapshot of the degree of satisfaction of a sample of claimants at a certain point in 
the year. The Benefits Agency has delegated responsibility for assessing customer 
satisfaction to local areas, possibly through the use of continuous surveys. Districts 
are actively encouraged to conduct customer surveys specifically designed to meet 
their local needs. 

The other DSS agencies are reviewing their PIs as the development of their 
Agencies throws up demands for different types of performance information. An 
example of this is that ITSA may soon be charging, at least notionally, for the services 
it provides. This will enable customers to consider the complete unit costs of their 
outputs, including the IT resource costs involved. Similarly, as ITSA may also be able 
to expand into other markets, it could produce a PI measuring its success in 
penetrating new markets. 

A further reason why performance information may change arises from the 
limited potential for indefinite efficiency savings. For example, the Contributions 
Agency had the ever-tightening target of collecting outstanding National Insurance 
contributions, including those paid by the self-employed. Clearly, the size of the pot 
of outstanding contributions will reduce over time until there comes a point at 
which either the target will also have to be re-negotiated or it may be decided that 
such a measure is no longer appropriate. 

Nevertheless, Departments are required to make efficiency gains of at least 1.5 per 
cent annually and cumulatively on the whole of their running costs provision. 
Agencies are expected to achieve a higher saving (HM Treasury 1992). In this 
climate, the more successful Agencies are in achieving targets, the more likely it is 
that targets will become increasingly stringent. If targets become too tight then the 
effectiveness of the growing number of performance-related pay systems may be 
impaired. The salary of the chief executive is closely linked to the achievement of 
Agency targets; excessively tough targets will have a direct impact on financial 
rewards. Moreover, although a group performance bonus is available in many 
Agencies when targets are met, the sum paid to individuals is marginal compared 
to their overall salary. As targets become tougher staff will be less likely to respond: 
as one manager put it ‘what's the point in working flat out all year for only £100 and 
then being squeezed even more the next year?’ Thus it may be that the limited 
availability of financial rewards in the public sector will result in the paradox that 
new performance-related pay systems designed to motivate individuals end up 
demotivating many staff. 


CONCLUSIONS 


It is clear that the DSS Agencies have responded to the requirement of Next Steps 
that they develop reliable and usable performance indicator systems. Although 
apparently ‘neutral’, PIs become highly political instruments mediating the delicate 
relationship between Department and Agency. For PIs are the means of exercising 
‘hands-off’ control and holding Agencies accountable. They are central to the target- 
setting mechanism and act as the conduit for resource allocation. Moreover, the 
current enthusiasm for ‘market testing’, requiring the Department or Agency to hold 
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contractor organizations responsible for performance, should reinforce the pressure 
to develop and improve Pls. 

The FMI played a key enabling role. It initiated significant advances in developing 
information systems (particularly financial) and persuaded many civil servants to 
become more aware of costs and to accept the use of managerial techniques like 
performance indicators. Yet it is interesting to observe the extent to which an 
organization like the Benefits Agency, with its long record of using Pls, has still 
returned to first principles. Despite the changes brought about by the FMI, it would 
appear that many fundamental design issues remain unresolved. 

This observation points to a critical difference between FMI and Next Steps. The 
FMI ordered Departments to manufacture PIs but the promised devolution of 
authority never happened; so Pls proliferated but remained of marginal importance. 
Under Next Steps there are stronger financial and managerial incentives to use Pls: 
now that the crucial link to resources has been made it is vital that PI systems be 
sound. Thus the Benefits Agency recognized certain shortcomings in its existing 
clearance time and accuracy PIs and has taken some action to improve them. 
Ironically, improvements in information systems allow departments to become 
more ambitious and, in so doing, reveal the weaknesses in existing PIs. Technology 
has not, so far, enabled equivalent improvements in other measures such as 
accuracy and customer satisfaction. 

Nevertheless the general direction of developments is in line with the findings of 
earlier research. The design of the emerging systems is parsimonious rather than 
profligate in focusing on a small core of PIs; timely in the recording and publication 
of indicators; and, by returning to first principles, increasingly custom-built rather 
than data-driven (Carter 1991). These characteristics are not definitive; it would be 
dangerous to prescribe the form a ‘good’ PI system should take. Moreover, it is too 
early to say whether the systems now in place are effective. However, the DSS 
Agencies seem to have accepted the prevailing view that a system characterized by 
the above features will probably be more comprehensible and therefore more likely 
to be used. 

The use of PIs is also changing. The majority of Agency PIs are still ‘tin-openers’ 
in that they ask questions rather than provide definitive answers (Carter 1989), but 
by setting formal targets linked to objectives many Pis are looking more and more 
like dials. One enabling factor behind this development is the general improvement 
in the quality and reliability of financial information and performance indicator 
systems which, as noted, is also changing the nature of the relationship between the 
Treasury, Departments and Agencies. The political momentum comes from the 
emphasis on targeting that is integral to Next Steps but given new urgency by the 
Citizen’s Charter initiative with its exhortation to publish targets and league tables. 

It should be pointed out, however, that this focus on PIs represents a very narrow 
understanding of performance evaluation. Nowhere in Next Steps or the Citizen’s 
Charter is there any attempt to develop alternative mechanisms of performance 
evaluation. For example, despite the well-rehearsed limitations of programme and 
policy evaluation, at least these more ambitious mechanisms are capable of probing 
issues such as quality and impact that PI systems tend to cover only partially. 
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A central aim of Next Steps (and the Citizen’s Charter) is to improve the mana- 
gerial competence of government, but the increased visibility of performance stand- 
ards and achievement may bring new demands for greater accountability. It should 
be a broader form of accountability: not just to the Department and to Parliament 
but also to consumers and service users. Of course, whether pressure groups or 
individual consumers will be able to wield the new information unleashed by the 
implementation of the Citizen’s Charter to secure improvements in service delivery 
is another question. But it does appear that the prevailing political climate, with a 
senior cabinet minister responsible for implementing the Charters, will at least 
encourage Departments and Agencies to continue their efforts to develop more and 
better Pls of the quality and effectiveness of service delivery. 
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This article traces the evolution of local government structures in South Africa, known as 
Regional Service Councils (RSCs), which were created in 1985. The first section traces the 
history of local government in the country and how apartheid led to separate structures 
for different racial groups. This is followed by an account of why the National Party (NP) 
created RSCs, which were neo-apartheid structures, incorporating certain features of 
metropolitan government. The major features of RSCs are discussed and analysed. The 
operation of the RSCs around the country is assessed. The final section of the article looks 
at moves towards non-racial local government structures in the light of broader political 
developments in the country. The future of RSCs as well as metropolitan government 
generally is discussed. 


HISTORY OF LOCAL GOVERNMENT IN SOUTH AFRICA 
1910-1979: SEGREGATION AND APARTHEID 


South Africa became a Union in 1910 as a result of the South African Act of 1909 
which created a three-tier unitary system of government. Firstly, there was a 
Parliament based on the British Westminster system in terms of structure, procedure 
and practice. The second tier consisted of four Provinces, whereby power was 
shared between a centrally appointed Administrator and the elected provincial 
council. The third tier of government was local government. Local authorities were 
created by provincial authorities which defined the scope of their local jurisdiction. 
Local authorities were single-tier, multi-purpose authorities with both legislative 
and executive powers. No metropolitan form of local government existed. This led 
to fragmentation of urban areas, which caused disparities in the standards of service 
provision and expenditure, particularly on racial lines (as will be shown). Major 
functions of local authorities included the construction and maintenance of roads, 
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the supply of water and electricity, provision of housing, traffic control, refuse 
collection, health services, public library services, museums, fire-fighting services, 
motor vehicle and business licensing, sewerage, cemeteries and crematoria, ambu- 
lance services and stormwater drainage. Public protection (except for traffic con- 
trol), education and welfare, were not however local government functions (Cloete 
1986, p. 45—6). 

The major sources of revenue of local authorities were rates on fixed property and 
income derived from trading services such as electricity, water and gas supply 
services. An examination of the 1978 financial statistics revealed that rates provided 
16.3 per cent and trading services 55.9 per cent of current revenue. Grants provided 
4.2 per cent of current and capital expenditure (Solomon 1983, p. 23). 

The most distinctive feature of South African local government has been the 
existence of a racial’ division of powers which has co-existed with the geographical 
division of powers. In practice, with the exception of the limited Coloured and 
Indian representation in the Cape Province, only Whites could vote for and stand 
for election at local government level. Blacks, since 1913, were not allowed to own 
property in the 93 per cent of the country that was designated as ‘white’ South 
Africa. Blacks could only acquire land in the 7 per cent of the country termed 
‘reserves’. In 1936 the total surface area of the country which was earmarked as 
African reserves was increased to 13.7 per cent. This land allocation must be seen 
in the context of the 1936 census which showed that South Africa had an African 
population of 6.6 million and a White population of two million. Since 1923 it was 
the policy of successive governments that Blacks should be allowed into White areas 
for labour purposes only and that they had to live in segregated residential areas. 
A corollary of this policy was the denial of political rights for Blacks at all levels of 
government. Various advisory bodies, some nominated and some elected, were set 
up for Black townships but these proved to be ineffective (Republic of South Africa 
(RSA) President’s Council 1982a, pp. 19-31; Welsh 1979, p. 132; 1982, p. 152; Kane- 
Berman 1979, pp. 69~70). 

The principle of financial self-sufficiency also applied to Black townships. White 
local authorities (WLAs) were required to keep special accounts called the Native 
Revenue Account for Black townships under their control. The major sources of 
revenue for this account were sorghum beer production and retailing, liquor sales 
in the townships, levies on White employers of Black labour in certain areas, and the 
payment by township residents to local authorities for various services rendered, 
mainly rentals and fees (Bekker and Humphries 1985, p. 119; Evans 1969, pp. 19, 
112-113). 

The amount of finance these sources of revenue raised was minimal. A funda- 
mental problem was the ‘dormitory town’ status of Black urban areas. Because of 
a lack of freehold, there could consequently be no tax on property. Further, most of 
the rented housing was low-income due to the fundamental problem of poverty 
among Black people. There were also minimal rate-generating industrial and com- 
mercial activities in Black areas. This was because the government regulated the 
ability of Black businesses to trade in Black urban areas (Welsh 1971, p. 195). 

After the NP was elected to power in 1948, racial segregation in respect of 
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Coloureds and Indians intensified. The Group Areas Act of 1950 made provision for 
separate residential areas for Coloureds and Indians. Advisory bodies, Management 
Committees and Local Affairs Committees (LACs) were created for Coloureds and 
Indians. The intention was that such bodies should evolve into independent local 
authorities. Only four Indian LACs have evolved into independent local authorities. 
No Coloured Management Committee has done so. The major reasons for this were 
the lack of economic viability, lack of trained staff, and political opposition by 
Coloureds and Indians to these apartheid structures (Craythorne 1982, pp. 35, 60; 
RSA, Theron Commission 1976, pp. 440-3). 


LOCAL GOVERNMENT IN THE 1980s: NEO-APARTHEID 


The 1980s saw the NP retreat from strict apartheid. There was a realization amongst 
its reformers that there had to be both political and economic reform to ensure 
greater stability in the country. The Republic of South Africa Constitution Act of 
1983 replaced the Westminster system with a tricameral Parliament which made 
provision for limited power-sharing for Coloureds and Indians. It was premised on 
the need to incorporate significant elements of the Coloured population (and to a 
lesser extent the Indians) into the ruling White minority camp and to wean them 
away from future alliances with Blacks (Giliomee 1984, pp. 11-12, 16; Cameron 
1991a, pp. 160-3). 

Separate parliamentary chambers were created for Whites, Coloureds and Indi- 
ans. The respective chambers had the power to decide exclusively on ‘own affairs’, 
i.e. matters deemed to affect one group specifically, for example housing, education, 
culture, health and local government. All three houses would decide jointly on 
“general affairs’, ie. matters of common concern. However, the voting representa- 
tion of the three houses was such that the dominant party in the White chamber 
retained overall control over ‘general affairs’, which included strategic functions 
such as macro-economic policy, defence and labour (RSA, Republic of South Africa 
Constitution Act No. 110 of 1983). 

Reform was also needed at local government level in order to dovetail with 
national constitutional changes. The 1983 constitutional changes affected local gov- 
ernment in that this function technically became the responsibility of central govern- 
ment. In each chamber a department of local government was created for the 
constitutional control of these ethnic local authorities. Theoretically, this meant that 
Coloured and Indian local authorities should be created throughout the country. 
There was, however, a caveat. One of the guidelines that underpinned the Consti- 
tution Act of 1983 was that ‘separate local authorities be constituted for the various 
population groups wherever possible but subject to the requirement that effective 
financial arrangements should be made to ensure the viability of these authorities’ 
(RSA, Constitutional Guidelines 1982, p. 9). This was to ensure that unviable 
Coloured and Indian areas did not become independent local authorities. 

The lynchpin of local government reform in the 1980s was the RSC Act. It followed 
the report of the President’s Council (PC), whose brief was to look at local govern- 
ment policy options for Whites, Coloureds and Indians only, with Blacks being 
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excluded from the ambit of the investigation (RSA, President’s Council 1982a, pp. 
4-9). The PC recommended that local government functions be split into ‘hard’ and 
‘soft’ functions. The former were functions that were usually provided on a regional 
basis such as bulk water, bulk electricity and town planning. These were matters of 
common concern to all race groups. Racially based local authorities would retain 
control over what were termed ‘soft’ functions, viz. culturally sensitive functions 
such as swimming pools, parks, housing and beaches (RSA, President’s Council 
1982a, pp. 42-43). 

The Council also accepted that there was a need for a metropolitan body of some 
form to solve the uncoordinated planning caused by fragmentation on racial lines. 
This fragmentation had led to the unnecessary duplication of functions, 
infrastructural services and manpower. Such a body would also facilitate multi- 
racial decision-making (RSA, President’s Council 1982a, pp. 59-60). This follows the 
recommendation of the Browne committee of 1980 which had recommended the 
introduction of a Joint Services Commission as a means of solving the financial and 
manpower problems of creating separate racial local authorities (RSA, Browne 
committee 1980, p. 101). Furthermore, the PC recommended the introduction of a 
neutral fund which could be used to fund this system of metropolitan bodies. This 
income should be allocated in a way that redressed the existing maladministration 
of rates income, whereby most commercial and industrial areas were located in the 
jurisdictions of WLAs (RSA, President’s Council 1982, pp. 96-9). 

The government, in reaction to the PC’s report, acknowledged that services would 
probably have to be provided jointly on a metropolitan or regional basis. However, 
before such structures were introduced, further technical investigations would have 
to be undertaken (RSA, Constitutional Guidelines 1982, pp. 8-11). This was 
achieved through the Coordinating Council's report into the joint provision of 
services, an investigation undertaken in early 1984. The report, which fleshed out 
the detail of joint provision of services and recommended that RSCs should be 
introduced for the provision of general or regional services (RSA, Coordinating 
Council 1984), was approved by the cabinet. 

The Bill was introduced to Parliament in July 1984, but was withdrawn after 
protests from a number of disparate quarters about its lack of both detail and 
knowledge of local government workings. By the time the revised Bill was intro- 
duced to Parliament in 1985, there had been certain major political developments in 
the country. To compensate for their exclusion from the tricameral system, urban 
Blacks were given Black local authorities (BLAs) with fairly extensive powers. 
However, no extra sources of revenue were provided to finance these new Black 
local governments. It has already been pointed out that the sources of revenue were 
inadequate prior to the introduction of BLAs. BLAs with more extensive functions 
involved increases in expenditure. The state was not prepared to offset the shortfall 
through subsidization. Thus, to finance township services, BLAs were forced to 
increase rent and service charges (in some cases up to 100 per cent) of township 
residents, many of whom were already living on the breadline. Protests against rent 
increases were spearheaded by civic associations, and this escalated into violence in 
many areas, often in the form of physical attacks on councillors. Popular resistance 
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led to the resignation of many councillors and the collapse of many BLAs. 
BLAs revenue was also affected by a boycott of rent and service charges by town- 
ship residents, especially in Transvaal townships, in protest against rent increases. 
The state, through the various provincial administrations, had to introduce 
bridging finance to meet the shortfall of revenue to BLAs (Swilling 1987, pp. 13-16; 
Seekings 1988, pp. 202-205, 211~16). 

This collapse of BLAs affected the final form of RSCs. The original Bill had 
encompassed White, Coloured and Indian local authorities only. RSCs (as will be 
shown) were intended to be a vehicle for the improvement of local government 
infrastructure and it was obvious that the greatest need for upgrading was in Black 
areas. The government hoped that the upgrading of facilities in Black areas would 
lead to greater stability. This move also overturned successive government policies 
of more than sixty years ~ that urban Blacks should pursue a different constitutional 
path to that of the other race groups in South Africa. 


REGIONAL SERVICES COUNCIL ACT OF 1985 


Objectives 
The objectives of the RSC Act, as announced by the then Minister Chris Heunis of 
the Department of Constitutional Development and Planning (DCDP), were: 


(i) to provide bulk services in a more cost-efficient and effective manner. 
Uncoordinated regionalization had led to the duplication of services with 
poorer areas failing to attain even a minimum standard of services; 

(ii) to provide extra sources of revenue to alleviate the limited growth potential 
of property rates; 

(iii) to facilitate multi-racial decision-making at local government level. The Act 
created a forum where matters of joint concern could be discussed (RSA, 
House of Assembly Debates 17 June 1985, Cols. 7750-7759). 


Functions 

The Act made provision for 21 functions to be performed by RSCs. Most of these 
functions were to be transferred from primary local authorities (PLAs) to these new 
bodies. The 21 functions are: Bulk water supply, bulk electricity supply, sewerage 
purification works and main sewerage disposal guidelines, land usage and trans- 
port planning, roads and stormwater drainage, passenger transport services, traffic 
matters, abattoirs, fresh produce markets, refuse dumps, cemeteries and crematori- 
ums, ambulance and fire brigade services, health services, airports, civil defence, 
libraries, museums, recreational facilities, environmental conservation, promotion 
of regional tourism, and the establishment, improvement and maintenance of infra- 
structural services and facilities (RSA, RSC Act No. 109 of 1985, section 3). 

It was originally intended for RSC functions to be matters of ‘general affairs’ while 
matters of ‘own affairs’ were to be controlled by racially based local authorities. 
However, an amendment to the Act in 1986 made provision for RSCs to perform 
both ‘general’ and ‘own’ affairs functions. This was because Cape RSCs, unlike those 
of the Transvaal and Orange Free State (OFS),? were not newly created bodies. 
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They took over the infrastructure and functions of Cape Divisional Councils, rural 
local authorities which administered both ‘general’ and ‘own’ affairs matters. 


Establishment 

The power to establish or abolish RSCs or alter their boundaries rests with the 
Administrators of the respective provinces. Before an Administrator does this he has 
to consider a report from the Demarcation Board, which was created to make 
recommendations on the demarcation of the area of jurisdiction of both RSCs and 
PLAs. He also has to take cognisance of the metropolitan criteria mentioned in the 
schedule of the Act. Once this procedure is completed he demarcates the RSC 
boundary for the region, determines which local bodies will be represented on the 
council and which functions the RSC will undertake, decides which Central Business 
Districts (CBDs) and industrial areas are to be excluded (see next section), and then 
creates the RSC. There is no possibility of appeal against any of his decisions. 


Voting representation 

RSCs consist of representatives of WLAs, Coloured and Indian Management Com- 
mittees/LACs, BLAS, or any representative appointed by the Administrator of a body 
established outside the area of jurisdiction of these authorities. The members are 
nominated by constituent local authorities and are thus indirectly elected. The 
voting power of a constituent local authority is in direct proportion to the amount 
of RSC services it consumes, with each local body nominating one member for every 
10 per cent or part thereof of services consumed. However, no local authority can 
have more than 50 per cent of the vote. All decisions require a two-thirds majority. 
Furthermore, CBDs and industrial areas are excluded for the purposes of calculating 
voting strength (RSA, RSC Act No. 109 of 1985, section 9). This was to bolster the 
voting strength of ‘non-white’ local authorities. Most CBDs and virtually all indus- 
trial areas fall within WLA areas. This exclusion, therefore, bolstered Management 
Committees/LACs and Black local bodies’ strength at the expense of WLAs. 

The voting arrangements were, however, changed in 1988. In terms of this 
legislation, the Administrator had the power to change the voting composition of 
local authorities in order to achieve a result which in his opinion is fair to all parties 
concerned. Furthermore, if a majority cannot be obtained on any matter, the chair- 
man is compelled to refer the matter to the Administrator for a final decision, 
effectively overriding the entire appeal mechanism (RSA, Regional Services Council 
Amendment Act, No. 49 of 1988). 

Provision is also made for an Appeal Board. The composition of the Appeal Board 
depends on the type of issue(s) at stake, but it always consists of central government 
representatives or the Administrator. A local body which is aggrieved by a RSC 
decision can ask the council to debate the matter again. If it is still dissatisfied after 
a second hearing it can appeal to the Appeal Board. A successful appeal needs the 
consent of all the board’s members (RSA, Regional Services Council Amendment 
Act, No. 49 of 1988, section 11). Although an appeal can be lodged in respect of five 
items, the criteria for these items are extremely wide, covering most matters of 
possible contestation. 
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Finance 

The RSC Act made provision for two new taxes: a regional services levy and a 
regional establishment levy. The services levy is a tax on wages and salaries of all 
employers in a RSC region. The establishment levy is a tax calculated on total sales 
recorded by businesses in a RSC region. The rate of levies is determined by the 
Minister of Finance. The Act made it obligatory for RSCs to spend their funds on 
certain functions. Of importance here was that priority was to be given to the 
establishment, improvement and maintenance of infrastructural services and facili- 
ties where the greatest need existed (RSA, Regional Services Council Amendment 
Act, No. 109 of 1985, section 12 [b]). 


EVALUATION OF THE REGIONAL SERVICES COUNCILS ACT 


Upgrading of Black areas 

The redistributive intention behind the RSCs is seen in Section 12(6) of the Act, which 
was an attempt by the state to defuse township unrest by uplifting the quality of life 
in such underdeveloped areas. However, although the Act made provision for 
funds to be redistributed to where the need was greatest, the voting mechanism, 
which was slanted in favour of the richer WLAs, appeared to militate against this 
happening. The view of WLAs, as expressed through their representative body, the 
United Municipal Executive, has consistently been that they do not consider it their 
function to subsidize local authorities of other race groups. At the time of the 
promulgation of the Act, it was suggested that in order to ensure compliance with 
section 12 (6), the Appeal Board could find itself in a position of having to reverse 
the allocation of funds to White areas in the direction of underdeveloped Black 
townships. This could lead to strong resistance by White local authorities (Cameron 
1986, p. 73). 


Devolution of power 

One of the principles underpinning NP local government reform of the 1980s was 
that of devolution of power and minimum administrative control over local authori- 
ties. The government did not see RSCs as fully fledged metropolitan authorities. 
Rather, they were an extension of PLAs, and it was representatives of such local 
bodies who would make RSCs’ decisions. However, large elements of central control 
were built into the Act. The respective Administrators, central government appoint- 
ees, play a major role in the functioning of RSCs. They have the power to establish 
a RSC (after considering a report from the Demarcation Board, which can be 
rejected), amend its region, abolish the RSC, decide which local authorities will 
participate in it, appoint and dismiss the chairman of any RSC, decide which 
functions the RSC may perform, relieve any local body or any function identified as 
a regional function and identify which CBDs and industrial areas can be excluded 
from the Act (Cameron 1986, p. 73). It was, however, retorted that these powers of 
the Administrator related to getting RSCs off the ground. It was suggested that once 
functional, RSCs would probably be controlled from the bottom up because 
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constituent local authorities have the right to participate, the right to vote in 
meetings and the right to appeal (Breytenbach 1987, pp. 46-7). The RSC Amendment 
Act of 1988, however, gave the Administrator potential power to override local 
authorities’ decisions. This was further to ensure that right-wing municipalities did 
not sabotage the reformist objectives of the Act. 

The government also argued that devolution of power had occurred in respect of 
two regional taxes raised from and allocated to local jurisdictions by local repre- 
sentatives. However, these taxes are set centrally by the Minister of Finance. The 
establishment levy was initially set at 10c in the Rand and the service levy at 25c in 
the Rand. 

Another source of concern expressed by White PLAs was that the proposed RSC 
functions represented many of their important functions. If all these potential 
regional functions were transferred to the RSCs, the type of functions that PLAs 
would be left with would be diminished drastically. 


Racial basis 

Although the government claimed that RSCs were not racial bodies in law, they were 
nevertheless premised on racially defined local authorities, which are in turn based 
on separate Group Areas. It is these racial representatives who are represented on 
RSCs. This caused the system of RSCs to be opposed by White liberal city councils 
and extra-parliamentary Black organizations. 


THE FUNCTIONAL OPERATION OF RSCs 


RSCs became functional on 1 July, 1987. By 1991, 21 RSCs had been created country- 
wide. In this section their functional operation will be analysed. 


Upgrading process 

Despite reservations expressed about WLAs’ resistance, most RSCs’ decisions are 
embodying the spirit of section 12(6) of the Act, namely that funds should go to 
where the greatest need exists. An examination of the 1988/9 budget of the Western 
Cape Regional Services Council (WCRSC) reveals that 91.7 per cent of its funds were 
allocated to the upgrading of Coloured and Black areas; 5.6 per cent to projects in 
White areas, and 2.7 per cent to regional projects affecting more than one racial 
group. In the following year, 84.8 per cent of WCRSC funds were allocated to 
Coloured and Black areas, 7.2 per cent to White areas, and 18 per cent spent on 
regional projects (Cameron 1991a, p. 429). Similarly, most Transvaal RSCs spend 
most of their money on Black areas. In 1988/9 the Central Witwatersrand RSC 
(CWRSC) spent 81 per cent of expenditure on Black areas, the East Rand RSC 76 per 
cent and Pretoria RSC 55 per cent. However, the Northern Transvaal RSC spent 84 
per cent of its expenditure on White areas (South African Institute of Race Relations, 
SAIRR, 1989, pp. 14-15). This is a RSC dominated by the right-wing Conservative 
Party (CP), who often object to ‘white’ money being used to upgrade Black areas 
(RSA 1992a, p. 33). Altogether, in the 1988/9 financial year, the Transvaal BLAs 
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received some R320 million for capital projects from RSCs. This constituted 69 per 
cent of total funds available and was almost four times as much as the R84 million 
allocated to WLAs (Humphries and Shubane 1989, pp. 106-7). It can be seen, 
therefore, that RSCs have generally facilitated the redistribution of resources to 
historically disadvantaged areas. 

However, a major problem with RSCs is that they have failed to transcend the 
financial limitations of the apartheid city. RSCs were increasingly at odds with the 
call for functionally integrated cities. Many extra-parliamentary organizations had 
called for a single tax base in cities that had been divided by apartheid (i.e. the 
reuniting of White and Black local authorities’ finances) (Planact 1989). 

Further, RSCs failed to establish economic viability in BLAs because of the highly 
unequal, racially based local government taxing system. Bridging finance in the 
1990/91 financial year amounted to R644 million (about £140 bn) (Croeser 1991, 
p. 132). Furthermore, by 1992 BLAs nationwide had run up debts of R1.586 billion 
(about £345 bn) (The Argus 23 October 1992). Although RSC funds were supposed 
to be for capital projects only, in 1991 the Minister of Finance, Barend du Plessis, 
asked all RSCs to make 15 per cent of their levy income available for contributions 
to the operating costs of indigent local authorities (Cape Times 9 February 1991). In 
1991, the CWRSC, which has the biggest Black township in the country, Soweto, 
under its jurisdiction, spent more than half its income (R132 million) on keeping 
Black councils afloat (The Star 5 June 1991). Also, capital investment creates 
operational and maintenance costs which are not always affordable to poor BLAs 
(RSA 1992a, p. 36). 

Finally, it can be said that it is doubtful whether rural RSCs have performed 
the upgrading function satisfactorily, because of their limited revenue base (RSA 1992a, 
p. 25). 


Constitutional achievements 
President De Klerk claims that ‘the contribution of Regional Services Councils as 
part of local government’s practical contribution towards a broad constitutional 
development process has been considerable’ (Phoenix 1991). On what basis is this 
claim made? Although underpinned by racially based local authorities, RSCs were 
the first fully multi-racial decision-making bodies at local level. The symbolic 
impact, of representatives of racially based local authorities discussing issues of 
common concern, upon the perceptions of White councillors should not be under- 
estimated. Many of these White councillors were exposed to the stark realities 
of the poverty of life in the townships for the first time in their lives. A government 
report stated that RSCs have contributed to the creation of a mutual understanding 
and the improved relationships between members of racially based local govern- 
ments and that decisions are usually made on a consensual basis (RSA 1992a, pp. 
11-12, 37). 

Nevertheless, the African National Congress (ANC) and its allies see RSCs as 
apartheid based and illegitimate (Centre for Development Studies 1990, p. 23). 
Despite the money pumped into Black areas, RSCs failed to attain mass-based 
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support. That race is an obstacle to the system of BLAs is acknowledged by the 
government (RSA 1992a, p. 39). 


Provincial variation 

RSCs in the Cape have taken a different shape to those in the Transvaal and Orange 
Free State. Cape RSCs took over the infrastructure, bureaucracy and functions of 
Divisional Councils, former rural local government structures; while Transvaal and 
OFS RSCs were newly created structures. This means that Cape RSCs are responsible 
for both ‘general’ and ‘own’ affairs structures. 

This dual role initially led to a great many teething problems for the WCRSC. 
Initially its staff could not cope with all these demands placed on them. It seemed 
to concentrate its attentions on ‘own affairs’ functions and as a result it was slow to 
begin its regional functions. Although many of these initial problems have been 
overcome, ‘own affairs’ functions continue to take up too much of the WCRSC’s time. 
This prevents it from playing a strategic, regional role effectively in respect of 
functions such as land use planning (Cameron 1991a, pp. 422-3; RSA 1992a, pp. 
41-2). 


Regional takeover of functions 

Analyses of the WCRSC by Cameron (1991a) and Transvaal and OFS RSCs by 
Humphries (1991), both conclude that RSCs were initially very slow to take over 
regional functions from constituent local authorities. There has been greater activity 
in this regard recently, but there has still been limited RSC entrustment of PLAs 
functions generally. The 1992 government investigation into RSCs states that only 
one regional function has been taken over in the OFS; the Cape RSCs have taken over 
Divisional Council functions in rural areas but only two of them have taken over 
regional functions (and then only three functions each); and in the Transvaal 12 RSCs 
have taken over regional functions but the overall average of functions per RSC is 
a mere 2.7 (RSA 1992a, pp. 13-19). 

There are four main reasons for this. Most RSCs have operated largely on a 
consensual basis and if they attempted to take over regional functions from PLAS 
this carefully nurtured consensus could be shattered, with WLAs likely to protest 
vociferously against such measures. Secondly, if RSCs take over regional functions, 
they will have to pay the costs of providing those particular services. For example, 
in the 1988/9 financial year, the WCRSC estimated that the Passenger transport 
subsidy on bus and rail services amounted to R129.8 million while its total income 
was estimated to be R133 million. This meant that money for urban upgrading, 
which was the majority priority, would diminish drastically. Thirdly, local authori- 
ties are opposed to functions being entrusted to RSCs as this will affect their own 
income and, as a corollary, their grading.’ Finally, the sheer logistics involved have 
also proved an obstacle to the takeover of regional functions (Cameron 1991a, p. 424; 
Humphries 1991, pp. 69-70; RSA 1991a, pp. 20-21). 

A further obstacle to RSCs playing a strategic role is that certain potential region- 
wide functions, such as housing, are deemed ‘own affairs’ in terms of the 1983 
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Constitution, and accordingly reside under control of the respective Own Affairs 
Administration. 


DEVOLUTION OF POWER 


Decisions of RSCs, perhaps rather surprisingly in view of the large amount of central 
control built into the Act, have been characterized by a reasonable degree of 
autonomy. Specific case studies by Cameron (1991a) and Louw (1990) have shown 
that the WCRSC and CWRSC respectively have a reasonable degree of autonomy to 
decide which areas under their jurisdiction are in the greatest need of upgrading. As 
far as can be ascertained, potential central controls such as the Appeal Board 
mechanism and the referral to the Administrator of any matter on which a majority 
cannot be obtained, have not been utilized in any RSC in the country. A major reason 
for this absence of intervention by the Administrator is, as already pointed out, that 
most councils’ decisions embody the spirit of section 12(6) of the Act, namely that 
funds go to where the greatest need exists. Furthermore, although most RSCs have 
applied to the Minister of Finance to increase the levy rates of their taxes, up to 1991 
no such request had been turned down (Cameron 1991a, p. 34). 

Notwithstanding this, RSCs were formed to facilitate certain national objectives. 
They are circumscribed in terms of what they can do, with priority having to be 
given to infrastructural development where the need is greatest. They certainly do 
not have as much latitude as WLAs when it comes to deciding budgetary priorities. 
Nevertheless, in terms of their restricted manoeuvrability, RSCs have a fair amount 
of autonomy to decide which areas are in the greatest need of upgrading. 


LOCAL GOVERNMENT IN THE 1990s: THE SEARCH TOWARDS 
NON-RACIAL LOCAL AUTHORITIES 


The 1990s have seen the beginning of a new political era in South Africa. Major Black 
organizations such as the ANC and the Pan-Africanist Congress (PAC) were 
unbanned in February 1990 by the new De Klerk administration. The NP has also 
scrapped major apartheid legislation such as the Group Areas Act and Separate 
Amenities Act, and is committed to negotiating a political settlement with all major 
Black organizations in the country. These changes have obviously undermined the 
apartheid basis of local government and the 1990s can be characterized as heralding 
the search towards non-racial local authorities. 

A major investigation by the Council for the Coordination of Local Government 
Affairs — a statutory body which exists to advise the government on local govern- 
ment matters that require coordinating — led to the recommendation in 1990 that five 
models of local government should receive further discussion and negotiation. 
These models are: 


(i) separate local authorities for the population groups with own areas of 


jurisdiction, with the provision that racially separate cities would be allowed 
where financially viable; 
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(ii) a mini-RSC with a joint administration constituted by autonomous local 
authorities and local bodies, which take some decisions together; 

(iii) a joint local authority constituted by neighbourhood Management Commit- 
tees, on a non-racial basis; 

(iv) a simple majoritarian model with or without protection for minorities; 

(v) any other locally negotiated model (RSA 1990, pp. 24-34). 


The council in its report (called the Thornhill report after its chairman) argued 
that certain points of departure could serve as guidelines for negotiations on a new 
local government system. Some of these points were: 


— recognizing local government as an independent tier of government with 
legislative and executive powers; 

— local authorities should be endowed with maximum devolution of powers 
and functions as well as sufficient sources of income; 

— local government should provide for inter alia democratic political participa- 
tion, elimination and prevention of domination, effective participation of minori- 
ties, free and independent community life and a commitment to negotiation as 
a method of change (RSA, 1990, pp. 14-18). 


The report also made certain comments about the future of RSCs: 


(i) It is accepted that RSCs have a role and place in the development of a new 
system of local government; 

(ii) RSCs must continue to exist to play an essential role in the provision of 
services on a regional basis where a new institution such as a metropolitan 
authority cannot be created through a process of local jurisdiction; 

(iii) RSCs have an important role to play as development bodies, and their 
sources of income must be utilized for this purpose as well as for regional 
functions for the benefit of their constituent assemblies; 

(iv) While RSCs are at present constituted from race-based local government 
bodies, in a new system of local government they will have to be constituted 
from local authorities which have each been established in terms of a locally 
negotiated model; 

(v) Where RSCs continue to exist, they may serve as a channel for financing from 
higher levels of government to those areas that do not fall within the local 
authority areas of towns and cities (RSA 1990, pp. 60-61). 


The report made no specific provision for the introduction of a metropolitan 
model, but it did mention that the second and third constitutional options could be 
applied on a metropolitan basis. It did, however, state that metropolitan govern- 
ment should be the outcome of the negotiation process in a particular area and not 
the starting point. It went on to say that the benefits of metropolitanization should 
be weighed up against the need for self-determination at community level and 
historical developments (RSA 1990, pp. 10, 47-8). 

The government did not formally accept or reject Thornhill. It merely noted the 
report and stated that a new system of local government would have to be negoti- 
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ated with all interested parties. This would entail circulating the various models for 
further comment. In the meantime, it produced its own constitutional proposals, 
which were heavily influenced by the Coordinating Council’s report. The NP’s 
proposals make provision for strong regional and local governments which are 
elected, have legislative and executive powers and have their own tax base. It is also 
committed to negotiations at local government level (NP 1991, pp. 2-3; 15-18). 

The reason why the state favours strong PLAs in addition to metropolitan authori- 
ties has to do with maximizing Whites’ interests in a future non-racial local govern- 
ment system. The NP has in particular been advocating model (3), the neighbour- 
hood council model, which is a major component of its local government constitu- 
tional proposals (NP 1991, pp. 17-18). Its strategy is that Whites’ interests can be 
protected strongly through decentralization to small sub-municipal units, with 
extensive powers and functions such as the provision of communal facilities, 
security matters, residential standards, education and welfare. Such councils could 
impose an additional levy on its residents. Although ostensibly non-racial the richer 
units, given past inequalities, would be primarily White. With their own budgets 
and sources of revenue, Whites could continue living in exclusive areas and not 
contribute significantly to the upliftment of poorer Black areas in cities and towns 
(Cameron 1991b, p.3). 

The Coordinating Council, again under the chairmanship of Dr Thornhill, under- 
took further investigation in 1991 on metropolitan government. In this report, the 
difference between metropolitan government and a RSC was spelt out. The latter 
body is a regional type of local authority created to obtain joint decision-making and 
the redistribution of revenue. The former body would be an extension of local 
government established in densely populated and highly urbanized areas to obtain 
coordinated action (RSA 1991a, p. 6). The report stated that RSC functions in 
metropolitan areas can be taken over by the proposed metropolitan bodies, In such 
instances the RSC concerned may be abolished or transformed, and its income 
sources will be transferred to the new metropolitan council (RSA 1991a, pp. 39-40). 
According to Thornhill, rural-based RSCs are likely to remain as development 
bodies, although on a non-racial basis (cited in Humphries 1991, p. 87). 

The report examined five different methods of metropolitanization and con- 
cluded that a single tier or the two-level federation are the two main options for 
consideration, with the latter being the system most likely to be accepted. The final 
choice of metropolitan model should, however, be negotiated by all interested 
parties (RSA 1991a, pp. 7-10). 

The response of the government to Thornhill II was the same as its response to 
Thornhill I. It merely noted the document and circulated it for comment. In its 
constitutional proposals it did not make any specific reference to metropolitan 
government, although it did say that local government agreements should be 
negotiated at local level (NP 1991, p. 16). This could, of course, involve agreements 
reached over metropolitan government. 

Although the report stated that the boundaries should be drawn in a way that 
prevents local authorities from opting out of metropolitan governments while 
continuing to enjoy the benefits of being in metropolitan areas (RSA 1991a, p. 41), 
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there is still the suspicion among the ANC and civics that the state has not accepted 
the Coordinating Council’s viewpoint and its vision of metropolitanization is pri- 
marily a coordinating body to provide limited services on a bulk basis. Major 
powers will continue to reside in White-dominated PLAs which will continue to 
abdicate their metropolitan-wide responsibilities and not subsidize poorer areas in 
the cities. This concern is fuelled by the substance of a controversial piece of local 
government legislation, which will now be discussed. 

It was pointed out that the government's response to Thornhill I was that a new 
system of local government would have to be negotiated with all interested parties. 
This would entail circulating the various models for further comment. However, in 
response to the state of chaos in many Black townships such as the resignation of 
councillors, rent and service boycotts and the impending collapse of certain services, 
the government passed the Interim Measures for Local Government Act in 1991. The 
objectives of the Act are to promote negotiations between local government bodies 
between and across races and to make provision for agreements binding on local 
government bodies to improve efficiency (RSA, 1991b, Interim Measures for Local 
Government Act No. 128 of 1991; Thornhill 1991, p. 36). 

It has become rather clear that the Interim Measures Act is not a vehicle for the 
creation of new metropolitan bodies. There are a number of significant principled 
objections to the Act among major Black political and civic organizations. Important 
issues of concern are that it was not negotiated with major Black organizations; it 
provides for the continuance of existing racial local government structures; too 
many powers are vested in the provincial Administrators, government appointees; 
and there are no acceptable guiding national principles on which new local govern- 
ment structures can be based (ANC 1991; National Interim Civics Committee 1991). 
There are particular concerns that the Interim Act will lead to balkanization of cities 
with WLAs reaching binding agreements on a non-racial local government system 
with non-representative, racially based structures on terms which favour the status 
quo. Such piecemeal agreements would enable authorities to largely escape the costs 
of funding metropolitan-wide responsibilities. 

A future Black government could thus be presented with many local faits 
accomplis when it attempts to restructure local government in the future. This 
concern does seem to be justified. Conservative WLAs are rushing out to make 
agreements with non-representative racially based structures and, in fact, the first 
non-racial local authority in the country, that of Citrusdal in the Cape, was as a 
result of an agreement reached between the WLA and the Coloured Management 
Committee (The Argus 10 March 1992). The Coordinating Council's annual report 
for 1991 stated that 70 Transvaal local authorities, 28 Cape local authorities and 12 
Natal local authorities are using the formal negotiations in terms of the Act (RSA 
1991c, p. 8). It nevertheless remains to be seen to what extent agreements reached 
under the Interim Act will remain obstacles to intra-city subsidization in the future. 

A complementary piece of legislation is the Provincial And Local Authority 
Affairs Amendment Act. This Act enables the provincial Administrator to act where 
local authorities do not progress satisfactorily with negotiations as contemplated in 
the Interim Measures Act. Administrators would have the power to create joint local 
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authorities by proclamation, and define their boundaries, wherever they believe 
individual local authorities are not making sufficient progress in any negotiations; 
and to make financial arrangements for them by decree (RSA, 1992b, Provincial and 
Local Authority Affairs Amendment Act, No. 134 of 1992). This Act, too, has been 
criticized by major Black organizations and civics, for similar reasons. 

The ANC’s view is that no local government restructuring at either metropolitan 
or local level can occur before national negotiations over local government have 
taken place. ANC Deputy President Walter Sisulu (1992, p. 5) argues that: ‘The ANC 
regards sub-national forms of government as a national issue to be debated as are 
the other matters of national significance. In this light therefore we call upon the 
government to cease all unilateral restructuring.’ Mr Thozamile Botha, head of the 
ANC’s Department of Local Government and Housing, has called for a national 
conference on local government involving all affected parties, to thrash out uniform 
guiding principles for future local government structures (The Argus 11 March 1992). 

Finally, what is government thinking on RSCs? Dr Thornhill, who was then a 
senior official in the Department of Planning and Provincial Affairs, which has 
overall responsibility for local government, in an address to the Regional Services 
Councils’ Association conference in October 1990, argued that RSCs will have to 
undergo potentially fundamental changes. Where metropolitan authorities were 
introduced RSCs would be abolished, with their sources of revenue accruing to the 
new bodies. On the other hand, rurally based local authorities would remain as 
development bodies, although on a non-racial basis (cited in Humphries 1991, p. 87). 


ANC POLICY ON METROPOLITAN GOVERNMENT 


The ANC’s policy guidelines for a democratic South Africa were adopted at its 
national conference in May 1992. These guidelines stressed the need for strong and 
effective local government to replace existing apartheid structures. The organiza- 
tion’s policy towards RSCs and other racially based bodies is unequivocal: the 
document states that ‘All racially based local government structures will be abol- 
ished and each city and town will be unified under a single municipality’ (ANC 1992, , 
p. 14). It also reiterated its belief that no meaningful restructuring can take place at 
local level unless it is part of the national transformation. 

Furthermore, as a result of the large disparities among local areas/regions, the 
report stated that there would be a need for a strong central government to alleviate 
the legacy of apartheid which caused gross inequalities in resources and service 
provision among various local authorities. In particular, national minimum stand- 
ards for service provision would have to be set. To facilitate this objective of 
equalizing past inequalities, it proposed that boundaries be redrawn by a national 
delimitation commission, after taking local submissions into account. The national 
legislature would have the final say over the demarcation of local authority bounda- 
ries, Also, the functions and powers should be determined by national legislation. 

The ANC is promoting metropolitan government vigorously. It believes that the 
distortions caused by apartheid, such as disparities in service provision, inadequate 
resources and housing shortages, cannot be addressed effectively by locally based 
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lower tier authorities. The metropolitan tier of government is the appropriate level 
to ameliorate these problems. All areas in a metropolitan region should be function- 
ally linked to form a single tax base. This would end the unequal form of local 
financing whereby the revenue from commercial and industrial areas derives 
mainly to WLAs. It proposes that the metropolitan level should be the focus of 
revenue collection in metropolitan areas. This tier will control the primary sources 
of urban finance, and be responsible for allocating funds for development and 
services. It will also set the policy framework for the metropolitan authority within 
which lower tier(s) would operate (ANC 1992, pp. 13-18). 

How can the ANC’s metropolitan proposals be evaluated? Strong metropolitan 
authorities are promoted as a way 'of redressing past inequalities within cities. There 
can be little objection to this goal, given the injustices wreaked by apartheid. 
However, what is of concern is that future non-racial local authorities could have 
limited powers and functions vis-a-vis powerful metropolitan authorities. Interna- 
tionally, cities with strong metropolitan authorities have, because of their larger 
jurisdiction, often been accused of being remote from citizens. Metropolitan reor- 
ganization has accordingly often been introduced simultaneously with attempts to 
foster citizen participation. This has taken the form of preserving traditional lower- 
level units of government or introducing participatory forms of structures. Never- 
theless, the general trend has been for such lower-tier governments to lose many of 
their historic powers and functions to the upper-tier authority. Such units have 
declined as meaningful areas for political participation and, as a corollary, citizens 
have lost interest in such bodies. Participatory structures have not enhanced citizen 
participation either. Furthermore, the new metropolitan authorities have generally 
not become the focus of substantial political interest (Jones and O'Donnell 1980, pp. 
546, 551). 

A more specific reason why lower-tier authorities are likely to be emasculated is 
that they appear to lack sufficient sources of finance. One of the essential ingredients 
of local government autonomy is that local authorities should have their own taxes 
to produce a substantial part of their revenue (Mawhood 1983, pp. 9-10). In terms 
of the ANC proposals, lower-tier authorities will have to rely primarily on the 
metropolitan authority for grants. This could well lead to a situation where such 
lower-tier bodies will have to go cap-in-hand to the ‘metro’ for funds. It could also 
blur accountability. The basis of local accountability is that councillors need to be 
answerable to the local electorate for the raising of taxes to.finance their budgets 
(ones and Stewart 1982, pp. 96-98). In terms of the ANC’s proposals, local council- 
lors would derive their income primarily from the metropolitan authority and not 
from the local electorate. 

This of course does not help us solve the critical question of the massive dispari- 
ties in expenditure and service provision caused by apartheid. What is needed 
is, firstly, a more balanced relationship between the metropolitan and lower-tier 
bodies. There is undoubtedly a need for a metropolitan authority to perform 
certain specified functions, such as land-use planning, transport, housing and bulk 
services (also see Craythorne 1992). However, lower-tier authorities should retain 
control over most existing functions. This does not imply support for the continued 
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racial balkanization of local government, NP-style. Appropriate demarcation of local 
government boundaries will lead to the creation of strong non-racial local authori- 
ties. Furthermore, such local authorities should have access to their own sources of 
revenue which should include a reasonable industrial and commercial component. 
Property rates are particularly well-suited at the lower-tier level, having strong local 
connotations (Davey 1983, p. 56) (although a case could be made for the metropoli- 
tan body levying a precept upon such rates). 

There will still be inequality of service provision and expenditure among different 
non-racial local authorities. A certain amount of inequality is, of course, inevitable 
but these disparities can be ameliorated to a certain extent. In the first instance, at 
least in cities, the metropolitan authority could equalize service to an acceptable 
minimum standard. However, there is general recognition that future metropolitan 
councils will not have the cash resources to maintain service levels and help will 
accordingly be needed from the central government (see Geyer 1992). This means 
that metropolitan sources of income will have to be supplemented by central 
government grants. The issue of blurred accountability rears itself here once again, 
although in this instance an attempt is made to ensure as much local accountability 
as possible within the constraints of both resource availability and the need for 
redistribution. This is in contrast to the ANC position, which does not appear to have 
considered local accountability seriously. 


LOCAL GOVERNMENT NEGOTIATING FORUM 


A major breakthrough occurred early in 1993 when a committee consisting of 
representatives from the three levels of government and the South African National 
Civic Organisation (SANCO, which was formed in 1992 when civics throughout the 
country joined together to form a nationwide civic structure), reached an agreement 
which led to the establishment of the Local Government Negotiation Forum. The 
aim of this body is ‘to contribute to the democratisation of local government and the 
bringing about of a democratic, non-racial, non-sexist and financially viable local 
government system’ (Local Government Negotiating Committee 1993, p. 2). 

The Forum shall consist of 50 members; 25 members are to be negotiated by 
establishment bodies and 25 by non-establishment bodies. The members of the 
Forum will not be elected and will have no executive powers. However, all the 
parties to the agreement will be bound by agreements reached by the Forum. The 
Forum also has wide terms of reference. Likely to receive priority in the short-term 
are the suspension, amendment or replacement of the Interim Measures Act and the 
Provincial and Local Government Affairs Amendment Act, the drawing up of 
(central) guidelines for local negotiations, the writing off of rent and service charges 
arrears and the establishment of minimum standards for services (Local Govern- 
ment Negotiating Committee 1993). Of particular concern to this article is the issue 
of the functions, powers and boundaries of metropolitan government, which is 
likely to be the scene of vigorous negotiation. 

According to Thozamile Botha, head of the ANC’s Department of Local Govern- 
ment and Executive Member of SANCO, the aim of the non-establishment side is to 
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make the Negotiating Forum as inclusive as possible. Attempts will be made to 
draw in the PAC, Azanian People’s Organisation (AZAPO) and representatives from 
the independent homeland states. What is also important, in the ANC’s view, is the 
need to separate negotiation issues from the day-to-day administration of local 
authorities. This is to ensure that the negotiating body, viz. the Forum, does not get 
bogged down in issues of governance. The ANC proposes Transitional Executive 
Councils at all levels of government. At the local level, representative Local Execu- 
tive Councils will take over the running of municipalities from existing local 
authorities and would ensure a more equitable division of revenue between White 
and Black areas. The ANC would see such an arrangement as a more democratic 
alternative to the current unilateral restructuring that is occurring. The proposed 
bodies would not be elected; this would be an interim arrangement until such time 
as national redelimitation of boundaries occurred. Only then would an election take 
place (telephonic interview with T. Botha, 26 February 1993). 


Metropolitan negotiations 

There have been attempts to negotiate new forms of metropolitan government in 
some areas. The most significant settlement was in Greater Johannesburg where the 
Witwatersrand Metropolitan Chamber, consisting of representatives of the Trans- 
vaal Provincial Administration, WLAs, BLAs and certain civics, was formed (political 
parties were excluded). The long-term objective of this forum is to negotiate a non- 
racial local government system and a single tax base for the greater Johannesburg 
region. The short-term objective is to improve the quality of life for the people of 
greater Soweto, which entails negotiation over urban service issues such as afford- 
able service tariffs and the upgrading of services. The chamber had no statutory 
powers, nor was it intended to usurp the powers of the region’s local authorities, in 
Particular the WCRSC (Central Witwatersrand Metropolitan Chamber 1991; 
Friedman 1991). 

The chamber started operation in April 1991 but by the end of the year it was 
already beset by problems. Firstly, the Civic Associations of Transvaal (CAST) 
refused to participate in the chamber, although some of its powerful affiliates in fact 
did so. CAST’s major objection was that agreements could not be reached at local 
level before national agreement over guiding principles for local government had 
been reached (Mayekiso 1991, pp. 21-22). Secondly, the chamber has been unable to 
alleviate the services and financial crises of Greater Soweto townships. Agreement 
on interim tariffs for service charges was reached in Greater Soweto in November 
1991, in terms of which certain flat rates would be paid by township residents. The 
agreement is dependent on payment levels of at least 80 per cent by residents. 
However, in April 1992 payment levels were at 30 per cent only. The problem is a 
catch-22 situation. BLAs say they will improve services if residents pay for them; 
while civics say that residents will pay if the quality of services improve. This 
impasse led to the biggest civic, the Soweto Civic Association, walking out of one 
of the chamber’s sub-committees and calling for a resumption of the Soweto rent 
boycott (Weekly Mail 16-23 April 1992). The chamber as a whole still continued 
functioning. 
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However, despite these teething problems the Metropolitan Chamber, after bring- 
ing the civics back into the fold, negotiated a 100-seat Interim Metropolitan Author- 
ity (IMA) to take over the functions, finance and jurisdiction of the existing CWRSC 
and the chamber. The possibility also exists that current municipal functions may be 
transferred to the IMA by existing local authorities. The IMA would also sit as a 
Metropolitan Constituent Conference (MCC) to negotiate and make recommenda- 
tions on national level regarding final constitutional models for metropolitan and 
local government for the region. It is proposed that half of the IMA delegates would 
be elected and half nominated by local authorities on a proportional basis (Central 
Witwatersrand Metropolitan Chamber 1992). 

The participation of civics in the constitutional negotiations against the objections 
of CAST is motivated by the General Secretary of the Civic Associations of Johannes- 
burg (CAJ), Cas Coovadia, along the following lines: ‘The need to deliver to our 
people, now rather than in some future dispensation, is the most crucial challenge 
facing CAJ. We can do this effectively only if we are part of the structures that 
determine policy on land use, use of funds, rates, and so on’ (The Star 16 November 
1992). 

Of general concern was the realization that unilateral decisions taken by WLAs 
could have adverse consequences on the ability of a future non-racial metropolitan 
authority to govern effectively. Nevertheless, there was still the concern that the 
Chamber's negotiations were racing ahead of the national process. The civics 
involved in this process also have to sell the idea to the ANC who, as pointed out, 
believe there should be national guidelines for local government before local nego- 
tiations can occur (The Star 16 November 1992). According to Thozamile Botha, the 
Chamber will have to decide whether it is going to become a negotiating forum or 
a local executive council; it cannot be both (telephonic interview with T. Botha, 26 
February 1993). The report is currently being circulated amongst the Chamber's 
principals for approval (The Star 16 November 1992). 

In the Western Cape, the Cape Town City Council (CCC) has released a report 
proposing a metropolitan authority for the region. However, this report has been 
received with little enthusiasm by many other local authorities in the region (The 
Argus 9 March 1992). The Western Cape is the most fragmented region in the 
country, with more than 60 local bodies in the metropolitan area. Politically con- 
servative WLAs in the region are resisting attempts to be incorporated in the same 
metropolitan structure as the liberal CCC. The ANC’s position on local negotiations 
has already been spelt out. While it was relatively favourably disposed to the report, 
it would not negotiate with the CCC before national negotiations laid down certain 
uniform local government guidelines (The Argus 7 March 1992). 

The idea of a Western Cape Metropolitan Conference involving all interested 
bodies and authorities was mooted in 1991. It was intended to be on similar lines 
as the Witwatersrand Metropolitan Chamber. However, because of the objections 
mentioned, it was shelved in favour of anumber of workshops on local government 
which have occurred in 1992 and 1993 (Cape Times 29 February 1992). Also, no 
substantial local negotiations have occurred in the Western Cape Metropolitan Area. 

In the Western Cape there is a strong political tradition of non-collaboration, 
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which manifests itself in a refusal by the disenfranchised to participate in apartheid 
structures created by the government (see Alexander 1986). That this tradition is still 
strong is reflected in the fact that the ANC and local civics in the region firmly reject 
local negotiations before national guidelines for local government have been set (see 
Zille and Shandler 1992). 


CONCLUSION 


RSCs were formed to provide certain services on a regional basis, to facilitate multi- 
racial decision-making and to alleviate the limited sources of revenue at local level. 
A major short-term objective of RSCs was to defuse the urban rebellion in Black 
townships. RSCs have contributed to the development of infrastructure in under- 
developed, mainly Black, townships. However, RSCs have failed to transcend 
the limitations of apartheid cities. RSC funds have failed to solve the problem of 
economic unviability in BLAs. RSCs have also not ended up being a regional provider 
of services. Nor have they achieved legitimacy, owing to their apartheid basis. 

It is obvious that racially based RSCs are redundant as South Africa makes the 
transition towards non-racial local government. However, the NP sees non-racial 
RSCs playing some role in the future, particularly in rural areas. In urban areas RSCs 
are likely to be replaced by metropolitan authorities. 

Both the government and the ANC favour the introduction of metropolitan au- 
thorities. However, the ANC appears to favour a far stronger form of metropolitan 
government than the state in order to redistribute resources to poorer areas in cities. 
It is concerned that the state’s perception of metropolitan government is more 
limited and would perpetuate existing racially based inequalities in urban areas. 

The lack of national guiding principles have been an obstacle to the emergence of 
negotiated non-racial democratic metropolitan government. Notwithstanding this, 
there have been certain constitutional developments in the Witwatersrand Metro- 
politan Chamber. Conversely, attempts to negotiate metropolitan solutions in the 
Western Cape have floundered because of the lack of these national local govern- 
ment principles. Finally, the recent creation of thé Local Government Negotiating 
Forum could well break the impasse in negotiations by reaching agreement on 
national guidelines for local government negotiations. 


NOTES 

1. Thus article uses official government terminology (up to 1991) to describe the various racial groups, 
that 1s, Whites, Blacks, Coloureds and Asians. It is, however, acknowledged that racial nomenclature 
is a hazardous minefield and South African official designations sometimes cause offence to those 
designated. Accordingly, use of official terminology in no way implies approval of ıt. 

2. RSCs were not created in Natal because of the opposition of the KwaZulu government, a self- 
governing homeland headed by Chief Gatsha Buthelezi, to the top-down way in which these bodies 
had been established, the plutocratic voting arrangements and the fact that RSC representatives were 
nominated by racially based local authorities (McCarthy 1988, p. 47) Seeing that the NP government 
was attempting to woo the KwaZulu government in its multiracial alliance against so called radical 
forces (see p. 6), 1t agreed not to establish RSCs in Natal Joint Service Boards along the lines of RSCs were 
subsequently established, but with the pivotal role of the Admmistrator being assumed by the 
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Joint Executive Authority which consisted of representatives of the Natal Provincial Administration 
and the KwaZulu government and which performed certain executive functions. 

3 Local authorities in South Africa are divided into 15 categories based on a statistical formula 
consisting of 13 items, of which income 1s the most important factor Remuneration of semor officials 
is directly linked to the grading of local authorities. It can be seen that it 1s in the interest of local 
authorities to maximize their total income and, conversely, to resist measures such as RSC takeover of 
functions and privatization, which would reduce their remuneration 
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ON THE PERFORMANCE OF COMPETITIVELY 
TENDERED, PUBLIC SECTOR CLEANING 
CONTRACTS 


SIMON DOMBERGER AND DAVID HENSHER 








Quantitative analysis of competitive tendering and contracting typically focuses on their 
effect on the cost of providing public sector services. In this article we turn to the 
systematic factors that appear to influence the performance of cleaning contracts. This is 
defined as compliance with contract specification, public perception of service quality and 
other qualitative measures of service characteristics as observed by the contracting 
authority. Our analysis attempts to isolate particular features of contract design, 
monitoring and enforcement that influence performance positively or negatively. Econo- 
metric results based on a sample of public sector cleaning contracts suggest that contractor 
selection procedures and contract enforcement mechanisms have the greatest influence on 
performance. 


INTRODUCTION 


Competitive tendering and contracting of public sector activities has been growing 
steadily in recent years. The cost effectiveness of this mode of supply is no longer 
the subject of serious debate (for empirical evidence see Hartley and Huby 1985; 
Domberger, Meadowcroft and Thompson 1986, 1987; Hensher 1989; and Savas 
1987). Critics have turned their attention instead to the question of quality of service 
and to the important issue of long-term sustainability of contracts. It has been 
suggested that the reported cost reductions associated with tendering are often 
accompanied by a corresponding decline in the quality and reliability of supply (see, 
for example, Evatt Research Centre 1990). Almost all of the empirical work on the 
effects of competitive tendering relates to its influence on the costs of provision. 
Consideration of service characteristics has been confined largely to anecdotal 
evidence with the notable exception of Walsh (1991). 

In this article we turn our attention to the systematic factors that influence contract 
performance. Performance is defined as compliance with contract specification, 
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public perception of service quality and other qualitative measures of service 
characteristics. Our analysis attempts to identify important features of contract 
design, monitoring and enforcement that influence performance positively or nega- 
tively. We draw on a sample of cleaning contracts to evaluate the set of testable 
hypotheses. The article is organized as follows: Section I briefly outlines the theo- 
retical framework that forms the backdrop to the empirical analysis that follows. 
Section I outlines the empirical framework and discusses the survey design. Section 
Ill specifies the model used to isolate the determinants of contractual performance 
and discusses the estimation results. Finally, Section IV ends with some conclusions 
and implications for policy. 


I THEORETICAL ANALYSIS OF CONTRACTUAL PERFORMANCE 


Contracting out the supply of goods and services involves a two-step decision 
process. The first is whether to ‘make or buy’; the second is how to structure the 
contract so that performance will be sustained over its lifetime. The former decision 
involves a straightforward comparison of costs; the latter is more subtle and re- 
quires consideration of four essential elements. First, specifications of the service or 
product will need to be determined, together with the design of the competitive 
tendering mechanism that will be used to identify potential operators. The theoreti- 
cal implications of using different bidding schemes are comprehensively surveyed 
in McAfee and McMillan (1987) and discussed also by Waterson (1988). 

The second element, the selection of the winning bid, turns out to be a more 
complicated decision than would appear at first sight. For example, selecting the 
lowest bidder in a sealed tender auction can sometimes result in serious perform- 
ance problems after the contract is awarded. This appeared to be the case with some 
early hospital cleaning contracts in the UK (see Domberger, Meadowcroft and 
Thompson 1987 for further discussion). 

Third, to ensure contract compliance the supplier will have to be monitored 
during the contract term. This involves collecting and interpreting information 
which can be used to determine whether the specified goods/services are being 
delivered. Finally, to correct deviations of actual from desired performance, the 
contract will have to be enforced. Enforcement will be based on incentives and 
penalties that will be applied when such deviations are observed. 

We now consider briefly the likely influence on performance of contractor selec- 
tion, monitoring and enforcement. 


The selection of contractors under uncertainty 

The uncertainty associated with contractor selection arises from two sources. The 
contract specifications will need to be precise, but it may nevertheless be difficult if 
not impossible to encompass all the required performance characteristics in them. 
Hence the contracting authority will need to ascertain that the selected operator can 
meet those implicit requirements. The other source of uncertainty, which is poten- 
tially more troublesome, is that the output or service contracted for is not observable 
at the time of ‘purchase’. Hence the ‘quality’ of the prospective contractor is 
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essentially unknown and the contracting authority has to rely on past performance 
as a proxy, that is, on reputation. The use of reputation proxies for goods and 
services whose characteristics are difficult to ascertain at the time of purchase is a 
widespread phenomenon. Its importance has been recognized and explored in 
the theoretical contributions of Klein and Leffler (1981) and Shapiro (1983), among 
others. 

In these circumstances, contracting authorities resort to screening devices, the 
most important and ubiquitous of which are prequalification restrictions — a 
preliminary vetting process of potential contractors. Prequalification allows the 
contracting authority to sort potential operators into those of high and low expected 
quality before the tendering actually takes place. Such separation is important 
because if low and high quality contractors bid simultaneously, difficulties will arise 
in distinguishing low bids that are due to cost efficiency from those that involve 
reduced quality of service. Moreover the trade-off between price and expected 
quality is not one that can easily be made explicit; it is therefore preferable to 
establish the minimum level of quality expected from the contractor, identify those 
contractors that are deemed to satisfy those requirements and only then invite this 
group to submit a tender. This two-stage process ensures that tendered prices are 
strictly comparable and do not reflect unwarranted variations in likely performance. 
The competitive element that is retained will also ensure that the cost of provision 
does not stray far from the minimum consistent with the required quality standard. 
Where tendering occurs frequently because contracts are short lived, there will be 
economies in using an existing prequalification list. It is also worth noting that the 
costs of bidding incurred by potential contractors are sunk — they cannot be 
recovered if the bid is unsuccessful. Hence by screening out contractors who are 
unlikely to be selected irrespective of their bid price, total sunk costs can be 
significantly reduced. 

Another potential problem which can be addressed at the prequalification stage 
is known as the ‘winner's curse’. This occurs in ‘common-value’ auctions where 
bidders have to estimate the value of the object that is bid for. In the context of 
publicly contracted services, a serious underestimate of the costs of provision could 
lead to serious deterioration in performance after the contract is let. Pre-tender 
screening allows the contracting authority to select those contractors whose pre- 
vious performance record makes such outcomes unlikely. 


Monitoring and enforcing service contracts 

The problems faced by a public sector organization in its efforts to secure contract 
compliance fall into the classic principal /agent mould. The principal is the contract- 
ing authority (the contractee) and the agent is the contractor hired to perform a 
predetermined level of service. The agent can have an incentive to reduce the degree 
of input/effort, particularly where a highly competitive bid has resulted in slim 
profits. This in turn jeopardizes the quality of service provided by the contractor. 
Asymmetric information — the principal's difficulty in observing the agent’s actual 
activities — serves to exacerbate the incentive problem. Some variations in the agent’s 
contractual performance may be beyond its control due to random factors. As a 
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result the principal will not always be able to disentangle the effect of the agent’s 
efforts from the consequences of random factors. Rewarding or penalizing contrac- 
tors according to service performance under these circumstances becomes a serious 
issue of effective contract enforcement. 

To mitigate information asymmetries and adverse incentives, specific monitoring 
mechanisms are written into contracts. The most common are regular inspections, 
the use of performance indicators and certification of contract compliance prior 
to payment. To further align incentives with respect to specifications some 
contracts include renewal clauses that are conditional on satisfactory performance 
over the contract term. The econometric model will incorporate variables that 
identify the type of monitoring device used and the incentives/penalties applicable to 
specific contracts. 


I THE EMPIRICAL FRAMEWORK 


To identify contracting practices in the public sector and their influence on perform- 
ance, we undertook a survey based on a detailed questionnaire which was sent to 
every public sector organization in New South Wales (Australia) ~ 309 in total. The 
survey was carried out in October 1989, and all completed returns were received by 
May 1990. The public sector organizations involved were broken down as follows: 
89 (state) government departments, 42 government business enterprises and 178 
local authorities. The nature and size of these public sector organizations varies 
widely, and a significant proportion of local authorities are in outlying areas. It 
should be noted that at the time the study was undertaken, competitive tendering 
was not compulsory for the provision of public sector services of the type consid- 
ered here. Furthermore, direct service organizations played no role in bidding for 
public sector contracts. Thus all the information collected via the survey instrument 
related to services provided through private contractors. 

The response rates were not uniform across organizations with government 
departments, local councils and government trading enterprises returning 20, 58 
and 43 per cent of questionnaires respectively. Each organization was asked to 
complete the questionnaire for a single contract of its choice. However, to secure a 
sufficient number of contracts from the possible set of four service categories, namely 
cleaning, waste disposal, catering and grounds maintenance, we developed a selection 
procedure that guided the respondent to a particular category. The method of selection 
involved assigning a number to each activity, from 1 to 4, and randomly allocating the 
numbers so that each activity had an equal chance of being selected. If the organization 
had no contract in the category which came up through the appropriate number in the 
questionnaire, it was asked to move on to the next number, and so on. This selection 
process terminated when an eligible contract category was identified. 

Respondents were asked to select a contract which had been in operation for at 
least six months at the time of reporting so that a valid assessment of its performance 
could be made. Letting respondents choose the particular contract on which to 
report could induce some sample selection bias. Its effect could be to increase the 
incidence of successful contracts which would be reflected in relatively high 
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performance ratings. However, respondents were also asked to report the number 
of contracts which they held concurrently within a specific category. Over 50 per 
cent of organizations had only one such contract at the time of the survey thus 
limiting the potential for selection bias. As a further check, we examined the partial 
correlation between the reported performance assessment on the selected contract 
and the number of other contracts in the same activity currently held by the 
contracting organization. The results indicated no significant correlation, positive or 
negative, suggesting no systematic relationship between the degree of choice among 
contracts and the assessment of the one chosen. 

The completed questionnaires were distributed as follows: 57 cleaning, 72 waste 
disposal, 16 grounds maintenance and 1 catering contract. Clearly, statistical 
analysis is only feasible in the case of cleaning and waste disposal contracts. In this 
article we restrict the analysis to cleaning contracts only. Waste disposal contracts, 
which differ in some respects from cleaning, will be examined elsewhere. Note that 
the final number of observations available for quantitative analysis was somewhat 
less than the total because of incomplete returns due to missing information. Some 
respondents reported on contracts that were no longer in operation and for which 
some of the information requested was no longer available. In other cases, the 
performance rating questions were not fully answered. The absence of public sector 
catering contracts is particularly noticeable, in contrast to the private sector where 
their incidence is far higher. Table 1 provides a concise summary of the principal 
questions included in the questionnaire (left hand boxes) and the range of responses 
which accompanied them (right hand boxes). 

The contracts ranged in size of area cleaned from 100 to 20,000 square metres. The 
majority of contracts were based on individual authority documents, and involved 
a detailed specification of tasks required in contrast to a performance specification 
defining the level of service expected. Approximately 50 per cent of contracts 
utilized a pre-bidding conference, with the responsibility for recommending the 
award of a contract resting with an internal committee in the majority of cases. Bid 
price, contractor reputation and contractor credit rating were the three primary 
selection criteria. Over 60 per cent of contracts were awarded to organizations that 
had previously held contracts with the contracting authority, although only 35 per 
cent of successful bids were from contractors involved in a previous round, whether 
successful or unsuccessful. The total number of bids for these contracts typically 
ranged from between six to ten and in many cases the spread was considerably 
wider. Single bids occurred in 4 per cent of cleaning contracts. Direct involvement 
of the authority’s manager (superintendent) on a day-to-day basis and delegation of 
contract management to a third party were observed with approximately equal 
frequency. Financial security is rarely demanded for cleaning contracts. Regular 
inspections are undertaken in over 65 per cent of contracts and, interestingly, in up 
to 20 per cent of contracts inspections are only carried out after a complaint has been 
received. The use of financial penalties is rare in cleaning contracts. Over 85 per cent 
of cleaning contracts are valued at less than $100,000 and only about 3 per cent of 
contracts are in excess of $1 million (see Domberger, Hensher and Wedde 1992 for 
further information). 
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TABLE 1 Synopsis of the survey instrument 






"lack of in-house resources 
“lack of in-house expertise 
“improving cost efficiency 
“government policy 












*advertise and new prequalification 
“existing prequalificaton 
“incumbent recontracted 














‘reputation 
“credit rating 

“bid price 
*mmnovative approach 







*cash 

“government securities 
“financial institution securities 
“other private sector securities 
“bank guarantee 










“basic term plus year/s renewal option 
“price renegotiation after good performance 
“bonus 1f exceed expected level of performance 


FINANCIAL *penalty for shortfall in performance 
PENALTIES “none 


“none 

*reason for non-award 
“price of winning bid 
“name of successful bidder 


MANAGEMENT “direct daily involvement of manager 
OF CONTRACT “delegated day to day responsibility 


*certification of work prior to payment 
“inspection 
*no particular procedures 


















“negotiation /consultation 
“legal advice/representation 
“cancellation of contract 
“warn of unsatisfactory work 
















‘arbitration 
“issue of warming 
‘invoking termination conditions 







HANDLING PROBLEMS 
OF TERMINATION 
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M THE DETERMINANTS OF CONTRACTUAL PERFORMANCE 


The relationship between contract design and performance is not well understood 
and has attracted little if any research. One relevant contribution is the paper by 
Attanassi and Johnson (1974) which considered the effect of licensing and pre- 
qualification restrictions on the provision of public highway construction in the USA. 

Our methodology has some similarities with the work of Attanassi and Johnson 
(1974), in that we construct a simple model relating contractual performance to 
certain design and management characteristics of the contracts in the sample. The 
basic model used to estimate these relationships is given as: 


R, = a, + BaXa t B’, Xot B'aXa + BY LX, Bs u, (1) 


where R, denotes a measure of performance for contract i and x, x, x, and x, are 
respectively groups of variables representing bid selection, contract type and size, 
contract monitoring, and contract enforcement. B, B, P, and B, represent the 
corresponding coefficients which determine the sign and magnitude of the influ- 
ences on R. . 

Bid selection variables, x,, identify the criteria used in determining which contractor 
is awarded the contract. The simplest approach is to assume that the lowest tender 
(bid) will be selected in all circumstances. However, as the theoretical discussion 
indicated, under certain conditions this may be an inappropriate decision rule. The 
model therefore discriminates between contracts awarded to the lowest bidder and 
those that were not. Also included is a variable identifying contracts in which 
prequalification restrictions were applied. 

Contract type/size variables, x,, categorize contracts by dollar value and by type; i.e. 
those that are fixed-price versus those subject to cost escalation clauses (incentive 
contracts). Another variable included in this group is the type of tender document 
used in the bidding process: many public sector organizations use standard tender 
documents whereas others rely on their own. 

Monitoring variables, x,, identify the kind of information that the principal (the 
contractee) uses to monitor and enforce the contract. The better informed is the 
principal, the easier it is to enforce contractual obligations and hence these variables 
relate to the method and type of information collected. 

Enforcement variables, x,, identify the use of penalty clauses and informal conflict 
resolution mechanisms as alternative ways of managing relations with the contrac- 
tor. Also included is a variable that indicates whether renewal clauses conditional 
on satisfactory performance are incorporated in the contract. 

The individual explanatory variables are described in table 2. With the exception 
of the size of contract, all variables take the value of zero or one depending on the 
particular type of contract feature under consideration. The model was specified in 
simple linear form. Three performance measures were used as dependent variables: 
a contract compliance rating measured on a ten-point scale rising from 1 to 10 (R), 
a corresponding rating for public perception of quality of service (R,), and a 
composite performance index (R,). The composite weighted performance index was 
constructed, using varimax factor analysis, as a linear combination of seven addi- 


© Basil Blackwell Ltd 1993 


448 SIMON DOMBERGER AND DAVID HENSHER 


TABLE 2 Explanatory variables in the contract performance model 























Variable Definition Mean 

LBID Identifies contracts awarded to the lowest bidder. 0.48 
Equals 1 when observation relates to such a contract, 0 otherwise. 

PREQUAL Takes the value of 1 when the contractor was selected 0.21 
from an existing or newly created prequalifying list 

CREP Takes the value of 1 when the contractor's good reputation 0.40 
was used as the dominent criterion in the selection process. 

CRED Takes the value of 1 when the contractor's credit rating was 0.21 
used as the dominant criterion in the selection process. 

FPCON Takes the value of 1 when the contract is fixed-price, with or 0 67 
without inflation adjustment. Variable equals 0 for any other 
contract type 

INDAD Takes the value of 1 when the contract document 1s compiled 0.65 
by the contractee. Equals 0 when other standard documents 
are used. 

BIDPRICE Variable measuring the annual dollar value of the contract, asa  $1.01m 
proxy for contract size 

FTCON Takes the value of 1 when the contract is for a fixed term. 0.94 
Open ended contracts take the value of 0. 

INSP Takes the value of 1 with the following forms of inspection: 0.94 
certification prior to payment; announced or unannounced 
inspections. Equals zero if no formal inspechons are undertaken. 

INDICAT Takes the value of 1 1f performance indicators are used to 0.17 
monitor the contractor. 

DELEG Takes the value of 1 if the management of the contract is 0.56 
delegated, 0 1f the contract manager is directly involved. 

NOFP Takes the value of 1 when no financial penalties are used in 0.73 
the contract. 

INCENT Takes the value of 1 if the contract includes a renewal and/or 0.44 
price renegotiation option after a year's satisfactory performance. 

NEG Takes the value of 1 when dispute resolution is always preceded 0.75 
by negotiation and consultation. 

CONEVER Takes the value of 1 if the present contractor has previously held 0.35 


a contract with the contractee. 





Note The grouping of variables in the table corresponds to blocks x, to x, mn model (1). 





tional performance attributes. These were attention to detail, information provided 
to contractee, access to contractor, on-time performance, courtesy of employees, 
adherence to safety standards and incidence of complaints. In this way we were able 
to test the sensitivity of the estimated models to the use of three alternative 
qualitative performance measures derived from assessments by the contracting 
authority. For a discussion of the use of rating scales in this type of analysis see 
Beggs and Cardell (1982) and Hensher (1981). The distributions of the three perform- 
ance ratings across the sample of contracts are depicted graphically in figure 1. 
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FIGURE 1 Distribution of performance ratings for cleaning contracts 
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TABLE 3 The determinants of contractual performance: estimates of the restricted model 














R, R, R, 
Independant — 
Variables WSE GLS WSE GLS WSE GLS 
CONSTANT 5.43 4.69 4.29 3.49 6.46 6.27 
(6.51) (9.64) (5.61) (4.52) (10.99) (11.24) 
PREQUAL 1.68 1.97 2.16 250 1.14 1.18 
(3 39) (3.23) (4.03) (3.02) (2.29) (2.04) 
CREP 1.18 1.30 1.75 2.04 1.13 1.29 
(3.09) (2.56) (3 72) (2 94) (2.95) (2.77) 
FPCON — = — — -0.51 -0.54 
= = z= = (-1.41) (-1.11) 
DELEG = — 0.67 0.95 — _ 
-= — (1.31) (1.53) = — 
NEG 1.47 2.06 1.19 1.64 1.14 1.33 
(2.14) (4.10) (2.07) (2.44) (1.91) (2.77) 
INCENT 1.07 1.52 1.31 1.62 E — 
(2.46) (3.03) (2.91) (2.40) — — 
R? 0.42 0.52 0.41 0.45 0.27 0.32 





Note: t-ratios in parentheses. Those reported in the WSE columns are derived from White- 
corrected standard errors. See methodological appendix for further details. 


Estimation proceeded on the basis of the 48 observations because a few returned 
questionnaires pertaining to cleaning contracts were incomplete. It was undertaken 
in two steps. In the first step, the model containing all the variables in equation (1) 
was estimated. In the second step, a restricted version was estimated omitting from 
the model those variables that did not have a statistically significant influence on 
performance as indicated by the first stage results. Table 3 reports the results of the 
parsimonious version of the model and by implication, the overall findings. Two 
separate estimates are reported for each of the three performance measures, using 
alternative estimation techniques. A methodological appendix at the end of this 
article describes the estimation techniques used and their properties. 

Of the first group of explanatory variables, LBID — identifying contracts that were 
awarded to the lowest bidder — did not have a significant influence on any of the 
performance indicators. The implication is clear: there is no detectable relationship 
between acceptance of the lowest tender and contractual performance, whether or 
not contractors have tendered below cost. A further implication is that where 
contracts have been effectively designed and implemented, ‘underbidding’ need not 
be a problem. 

Of the other variables in the x, group, PREQUAL and CREP had a uniformly 
positive and significant effect. Specifically, when contractors are screened prior to 
tendering, the recorded performance rating is between 1 and 2 points higher on 
average than when they are not. Similarly, when reputation is applied as the 
dominant selection criterion, performance is up between 1 and 1.5 points. 

It is conceivable that using a contractor’s past reputation as the critical factor in 
the selection and prequalification process will have an influence on the authority’s 
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perception of performance, as distinct from actual performance. Thus, the authority 
may record a higher performance rating than would be justified on objective 
grounds because it was influenced by the known reputation of the contractor. If this 
were the case, the estimated coefficients would clearly be biased upwards. While 
this possibility cannot be ruled out, we believe that it is not likely to be a major 
factor. A contractor’s superior reputation, if not matched by equally superior 
performance, may have precisely the opposite effect — it may lead to exaggerated 
expectations that are less likely to be fulfilled. 

None of the type/size variables appeared to have any significant effect on per- 
formance, a result that was consistent across all three regression models. Size effects 
could be significant when one considers that there is an extremely wide range of 
contract values in the sample — A$3000 being the lowest and A$1.8 million being the 
highest. The findings imply that in general contractors are selected in a way that 
ensures that their capacity to deliver the service is well matched to the scale of the 
contract. The fact that these variables were not statistically significant is not a 
‘negative’ finding — it is merely consistent with efficient contract implementation. 
Note that the BIDPRICE variable remained insignificant even when it was trans- 
formed into the logarithm of the actual contract value prior to estimation. 

The INSP variable in the x, group divides contracts into those using inspection or 
certification methods and those that do not. Unfortunately this variable does not 
indicate wide variation in observed practice — 94 per cent of contracts in our sample 
do use some form of inspection. It is therefore not entirely surprising that the 
coefficient on this variable turned out to be insignificantly different from zero. 
INDICAT, which identifies those cases where performance indicators are used (in 17 
per cent of all contracts), was similarly insignificant. 

Two of the contract enforcement variables, NEG and INCENT, did have a positive 
and generally significant effect on contractual performance. The former variable 
takes the value of one in 75 per cent of all contracts in our sample. In these cases, 
when remedial action is necessitated, it would not be applied through formal (legal) 
means, but rather by informal negotiation. This result provides empirical support 
for the theoretical proposition put forward by Macaulay (1963) and highlighted by 
Williamson (1985, p. 10): “Macaulay’s studies of contractual practices support the 
view that contractual disputes and ambiguities are more often settled by private 
ordering than by appeal to the courts. . .’. Turning to the INCENT variable, this 
identified cases where contract renewal was built in but was made conditional on 
satisfactory performance (44 per cent of all contracts). Its effect was positive in each 
of the three models and significant at the 5 per cent level when R, and R, were used 
as the performance indicators. 

Finally, we experimented with interactions between key explanatory variables 
such as CREP.LBID but no significant effects were detected. It is also worth noting 
that the average performance ratings were rather high at 7.9 and 7.4 for compliance 
and public perception respectively. By contrast, the corresponding standard devia- 
tions of 1.8 and 2.2 were quite modest. This implies that the model is having to 
explain relatively small variations in performance as recorded by the contracting 
organizations. Given the degree of noise likely to be generated by differences in 
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respondents’ assessments of performance standards, our model would appear to 
perform reasonably well. Between 0.27 and 0.52 of the variation in the performance 
measures was explained by the fitted equation, which is a satisfactory 
outcome for cross-section data. 


IV CONCLUSIONS AND IMPLICATIONS FOR POLICY 


We conclude this article by summarizing our findings and assessing their impli- 
cations: 


— Contractor selection and contract enforcement mechanisms appeared to be the 
significant factors that influence contractual performance as perceived by con- 
tracting authorities. Specifically, the use of prequalification restrictions and selec- 
tion based on reputation for quality allows contracting authorities to effectively 
screen out potentially under-performing contractors. Relying on positive incen- 
tives and negotiation rather than financial penalties also appears to be an effec- 
tive way of raising contractual performance. 

— Monitoring (inspection) variables turned out to have an insignificant influence 
on performance which is contrary to our a priori expectation. However, this is 
not entirely surprising when the lack of precision in the measurement of moni- 
toring activities is taken into account. Ideally such measurement should capture 
differences in the frequencies as well as scope of the monitoring undertaken. 


The findings reported in this article have implications for both policy implemen- 
tation and further research. On the policy front it is evident that contracting practices 
vary significantly across public sector organizations. This is likely to be true whether 
competitive tendering is compulsory or not. Since performance appears to be 
systematically enhanced by some practices compared to others, it follows that there 
is an important public policy role in disseminating reliable knowledge about effi- 
cient contracting. 

As for the research agenda, our work suggests two fruitful areas for further 
investigation. The first is a comparison of private and public sector contracting 
practices — do they differ in either scope or effectiveness in assuring performance? 
Second, would the findings be much changed if objective performance indicators 
were used as well as clients’ perception of quality of service? This would seem all 
the more relevant given the trend towards formal performance evaluation in the 
public sector. 


APPENDIX: STATISTICAL METHODOLOGY 


This appendix considers the appropriate regression techniques for estimating the 
model (1). When a dependent variable is discrete and the values it takes are 
distributed on a rating scale with fixed intervals as with R, and R, ordinary least 
squares (OLS) estimation is not strictly appropriate. In these cases ordered probit or 
logit estimation techniques should be used (see Greene 1990). These techniques were 
considered for the present study but had to be rejected because of the restricted 
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distribution of the dependent variables R, and R,. Most of the observations were 
clustered between 7 to 10 and those in the range 1 to 6 were very few and far 
between. The net result was an unacceptably small sample size for ordered probit 
or logit estimation, given the large number of potential influences being investi- 
gated. We also tried aggregating categories in order to reduce the range of the 
performance indicator, but could not get the model to converge using maximum 
likelihood estimation methods. Thus we had to revert to OLS estimation but it 
should be noted that a recent study by Hensher (1991) in a similar context found 
negligible differences in results derived from ordered probit/logit compared to OLS. 
To determine which variables were to be constrained to zero in the restricted version 
of the model (1), we used a 10 per cent significance level on a two-tailed test. For 
n=50 this yields a critical ‘t’ value of 1.676. The first stage results are available from 
the authors upon request. 

Note also that Lagrange multiplier tests (Breusch and Pagan 1980) indicated the 
presence of heteroscedasticity and consequently only White corrected t-statistics and 
GLS regression estimates are reported. The weights used for GLS estimation were the 
reciprocals of the disturbance variances derived from the version of equation (1) that 
was fitted by OLS. 
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THE POLITICS OF HUNG AUTHORITIES 


Steve Leach and John Stewart 
Macmillan, 1992. 243pp. £45.00 (cloth) 


Among many casualties of the recent string of Conservative general election victories has 
been the small academic industry which developed in the late 1970s and early 1980s 
around the expectation of (and in some cases hope for) a hung Parliament. In fact, not 
since Callaghan’s demise in 1979 has governing without a majority been the source of 
problems at Westminster. At the local level, by contrast, the 1980s witnessed a substantial 
growth in hung - the politically correct term is probably now ‘balanced’ — councils, high 
points of Alliance support coinciding far more effectively with local elections than with 
national. Between 1985 and 1989, a quarter of Britain’s councils — and half the counties — 
were hung. 

It is on this dramatic four-year period that Leach and Stewart focus in investigating the 
politics of hung authorities. Yet though unusual, this period is not entirely unrelated to 
other times in the life of British local government: hung councils were an important aspect 
of the local scene before 1985 and have remained so since 1989. The lessons which are 
drawn from this investigation are therefore of more than purely historical interest. 

Leach and Stewart wisely caution against drawing too many conclusions about future 
hung Parliaments from their analysis of hung councils (though the caution seems to have 
escaped the writer of the cover blurb): institutional dynamics in the two situations are very 
different. They also refuse to allow their study to be appropriated by students of centre 
parties in operation and proponents of coalition theory, though they are prepared to 
debate with them at the end of their investigation. Instead, they properly insist that what 
is best illuminated by their research are some of the influences on the operations of local 
authorities (whether hung or not). 

The central concern of the book is therefore to study political and organizational 
dynamics in local government as revealed by a period of both change and uncertainty. 
Hung councils are used as a means of exploring aspects of institutions which may not 
otherwise be apparent. As such, the book is able to provide a series of important insights 
into the leadership and management of local authorities, looking in turn at factors 
influencing the hung situation (which are manifold), at objectives and strategies pursued 
by those who find themselves in this situation (which are equally diverse), and at the series 
of outcomes which are produced by it (which is, in consequence, highly variegated). 

The necessary basis for this substantial exercise is a developed body of research. Here 
the book excels. It provides a comprehensive analysis of hung councils in its chosen period 
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1985-89, reproducing much important data in appendices. As such it is able to make 
authoritative judgments about the politics of hung authorities. Unsurprisingly, those 
judgments are that the experience of hung councils in Britain is very varied, and that many 
factors contribute to observed outcomes in any given situation. 

From the account of substantial variety which is successfully presented in this book, the 
authors are nevertheless able to derive a series of general lessons. Central to them is the 
claim that the structures of local government in the 1980s were not merely capable of 
dealing with a hung situation, but that they actually suited it very well. The book ends 
in almost celebratory mood. 

In sum, this is a definitive account of the politics of hung authorities which is to be 
strongly recommended as a necessary part of contemporary local government study. 


Tan Holliday 
University of Manchester 


CO-OPTIVE POLITICS AND STATE LEGITIMACY 


Michael Saward 
Dartmouth, 1992. 196pp. £32.00 (cloth) 





The argument of Michael Saward’s book is quite simple. The co-option by government of 
outside groups and individuals ought to be judged by the four criteria of participation, 
accountability, equality, and efficiency. If it is, we can award scores to any actual sets of 
arrangements which we study. Saward proceeds to do this, applying his four criteria to 
nine case studies: cabinet formation in the Netherlands and in (pre-1975) Lebanon; 
Lyndon Johnson’s Community Action Program in the United States; the Windscale 
Enquiry ın the United Kingdom; the role of doctors and Community Health Councils in 
the NHS; the American decision in 1949 to develop the Hydrogen Bomb; and the co-option 
of labour and employers in Norway, Australia, and Mexico. It is an interesting exercise 
in applied political philosophy, done with skill and with useful comparative breadth. 

Both Marxists and élitists have in general (though not, as Saward implies, without 
exception) presented co-option as solely in the interests of either the state or the capitalist 
class. Saward spends some time discussing the inadequacies of this, pointing out that 
none of the transactions is zero-sum. The costs and benefits are often complex and varied, 
and the judgments can only be made on the basis of overall pluses or minuses of the 
democratic audit. 

Unfortunately this perfectly sensible exercise is marred in two ways. The first is minor 
but unnecessary. Either because of haste on his part, or economies on his publishers’, there 
is no subject index, but an index of names only. The second arises because Saward makes 
a classic diversion. This is ‘addressing the literature’, or finding a series of books and 
articles which seem in one way or another to touch on what you are interested in, in order 
to rubbish them. He spends some time unnecessarily criticizing Weber for not doing what 
Weber never set out to do. What Saward wants is a standard by which to tell people, 
whom he takes in general to be optimistic democrats, what they would have wanted if 
only they had been more rational or better informed: criteria ‘separate in certain respects 
from citizens’ perceptions’. He is perfectly entitled to pursue that enterprise, but it is a 
waste of his time to criticize others for being interested in something quite different. As 
such it neither advances an understanding of Weber or Habermas - quite the contrary, 
since he repeats familiar misrepresentations of Weber — nor clarifies Saward’s own 
argument. 

But having got involved with this particular tar baby, Saward finds it difficult to let go. 
The reason for his dispute with Weber is the belief that if you are studying legitimacy, you 
must yourself adopt a moral stance, and engage in the arguments employed by those 
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whom you are studying. It is fortunate that students of nuclear strategy don’t make the 
same mistake. On the other hand, the reasons for the attempt are fairly clear. If legitimacy 
is a matter of what actually occurs, historically and empirically, then there is one aspect 
of such moral beliefs which is temporarily and spatially contingent. In that case, the 
author’s own arguments are similarly qualified. Since the whole point of the exercise is 
to rise above contingency and make what Saward calls ‘objective’ judgments, the existence 
of others, who are the objects of study, doing what you, as the agent of study are also 
doing, is at the very least intellectually disconcerting. Hence the need to dismiss legitimacy 
in the observable world as simply ‘subjective’, a matter of no more than ‘public opinion’. 

The whole unnecessary fuss could have been avoided had Saward been content to get 
on with what he himself wants to do, and which he does with subtlety and skill, and 
recognize that terms in political science can have related but distinct meanings. We would 
then have been left with a thoroughly capable demonstration of the ways in which a 
normative framework can advance understanding as well as evaluation of co-option by 
government. 


Rodney Barker 
London School of Economics and Political Science 


EUROPEAN ADMINISTRATIVE LAW 


J. Schwarz 
Office for Official Publications of the European Communities and Sweet 
and Maxwell, 1992. 1547pp. £130.00 (cloth) 





This massive and magisterial work seeks to summarize the state of development of 
European administrative law, and of administrative law in the 12 member states of the 
Community. It sets out the potential for and the probable limits to future development. 
And it traces the interchange of influences between the laws of the member states and 
European administrative law. 

After the introduction and succinct summaries of the systems in each of the member 
states the book focuses on certain unifying principles which can, the author argues, be 
found in one form and another in each of the legal systems under examination: principles 
of legality, equality, proportionality, legal certainty and the protection of legitimate 
expectations, and principles of administrative procedure under the rule of law. These are 
readily recognizable to English public lawyers as legality, rationality and procedural 
propriety. Throughout the discussion the need to balance the interests of individuals 
against the requirements of effectiveness is acknowledged. 

In the conclusion the author reiterates his view that the different systems have much 
in common, and that they are bound to converge as, for example, environmental problems 
which are no respecters of political or legal boundaries are raised in the courts. 

The technique in respect of each legal system is to take the position from the leading 
texts - Wade on Administrative Law and others, with little reference to primary sources. 
The material on the English system is a little out of date, the book having been originally 
published in German in 1988 and only now being translated. Some important develop- 
ments in judicial review since about 1988 - on the subject of locus standi, review of 
prerogative powers, legitimate expectations and others are not covered. Nor of course is 
the important Factortame case about the primacy of Community law over a statute of the 
UK Parliament and the requirement that the English common law of remedies give way 
to European requirements about effective remedies. And there is virtually no reference to 
radical changes in public administration that took place in the eighties and which affect 
administrative law, such as the introduction of executive agencies in the civil service, 
privatization, regulation, self-regulation, contracting out, opting out, depoliticization and 
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so forth. It seems likely that in its treatment of the other administrative law systems in the 
member states the book is also slightly out of date, or at any rate does not reflect latest 
thinking and trends at a period of rapid change in public administration across Europe. 

Despite these reservations, this book is an essential part of any library collection for 
public lawyers and public administrators concerned with European matters — and there 
are few areas of public administration that are not affected by the Community. It is 
immensely useful as a source of both information and ideas, not only to practitioners but 
also to academics from disciplines ranging through comparative law, public administra- 
tion and European law. 


Dawn Oliver 
University College, London 
LOCALISM AND CENTRALISM IN EUROPE 


Edward C. Page 
Oxford University Press, 1991. 186pp. £27.50 (cloth) 





In this book, Edward C. Page examines the relations between local and central (national) 
government in seven unitary European states: Britain, Denmark, France, Italy, Norway, 
Spain and Sweden. These countries are selected for tactical rather than theoretical reasons. 
The author wants to know how local, local government really is, i.e. how freely can elected 
representatives of the local community shape public policies and decide which services 
to provide? Focus is on the opportunities for, rather than the magnitude of, local autonomy. 
The reason for this, Page argues, is that there is no simple quantitative measure of local 
discretion and no common metric with which to compare actors’ levels of freedom across 
nations. 

There are differences in the ways the seven countries have coped with the inherent 
conflict between local government as a constitutionally subordinate institution and local 
self-government as a democratic value. Consequently, local elites have a significant range 
of opportunities for discretion. These, then, are the key questions: what are the policy 
implications at the local level of such varying opportunities, and why are there significant 
differences between local governments? 

The author makes a basic distinction between the legal and the political basis of local 
government: the constitutional and legal powers inherent ın local government positions, 
and the direct and indirect ways in which local elites may use their political authority to 
influence national decisions affecting the locality. It is argued that the two dimensions 
cannot be merged to one dimension of ‘decentralization’. 

It is more difficult to make firm conclusions about the consequences of different 
patterns of centralism and localism than to explain the patterns themselves. Page con- 
cludes that, as regards the impact of different forms on the quality and nature of local 
policy-making, answers can only be suggestive. This is because systematic evidence is 
hard to obtain and causal links are poorly understood (p.96). 

Variations in localism-centralism are explained in terms of a developmental process, 
from which three groups of countries emerged. In most countries, prior to the nineteenth 
century, central-local relations were hierarchical. Britain and Sweden constituted the 
exceptions, with their long tradition of local self government, weak national, admunistra- 
tive supervision and weak interrelationship between national and local politics. Hierar- 
chical structures, then, have been modified by the development of mass parties and the 
expansion of the public sector. Hierarchical relations have persisted in Southern Europe 
due to clientelistic politics and local patronage. These have served to block local govern- 
ment reform. Clientelistic relations have been missing in Northern Europe and the post- 
war expansion of the public sector has pushed Denmark and Norway towards legal 
localism. Page regards this movement as more a national administrative expediency than 
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a reflection of local self-government ideology. 

Page argues that there are few systematic attempts to explain cross-national variations 
in national-local relations, that comparative studies of local government tend to be 
descriptive rather than theory-oriented, and that he applies an unusual broad theoretical 
framework. Yet, Page’s research style is inductive. He emphasizes that local government 
is so complex that not even two hundred distinctions would ‘capture its reality’ (p.139). 
He does not want to indulge in unfounded generalization, forcing a complex reality into 
a grand theory. Page is also careful when discussing possible generalizations to countries 
other than those studied. Despite his cautiousness, Page does make some generalizations 
without much theoretical discussion. One example is when he argues that the incentives 
for mayors to represent localities once they arrive in the national policy-making arena are 
more important than their background and experience (pp.61-2). Here, in an axiomatic 
way, contemporary, incentive-context, rather than constitutive belonging, history and 
socialization are assumed to be the important explanatory factors. 

To conclude, Page's book will be of interest to students of politics outside the ranks of 
local government-experts. Relations between levels of government — local, regional, 
national and European - are likely to be a research theme of growing importance in 
Europe, and Page often offers valuable information and thoughtful arguments. But he 
also focuses on the problems rather than the possibilities of theory building, an attitude 
which perhaps is a reflection of the field of comparative local government. 


Johan P. Olsen 
University of Bergen 


THE POLITICS OF ANTAGONISM; UNDERSTANDING 
NORTHERN IRELAND 


Brendan O'Leary and John McGarry 
The Athlone Press, 1993. 358pp. £10.95 











Here is not just another book on the Northern Ireland problem but one that is part of a 
series by two prolific authors — first we have had their edited collection on putative 
solutions written by academics and activists; and following this we can look forward to 
a final volume which will attempt to nail down any (of their) remaining doubts on what 
needs to be explained and what needs to be done. It looks as though it could be a close 
run thing between ending the conflict and saving the rain forests. That said, it is imperative 
that we recognize the considerable merits of this particular volume. It is rich in informa- 
tion and judgement. It draws from a wide range of social science sources as is evident in 
the 24 lists of figures and 25 sets of tables. It makes particularly good use of interviews with 
many of the contemporary players, and it uses the footnote as a separate battlefield to 
reinforce seemingly innocuous points. Indeed while it is sometimes written in the lan- 
guage of turgid social science — what else can one expect from an audit? — it is capable of 
calling up the telling phrase, for example: ‘Being “second to the Lebanon” is an unenviable 
classification’. 

The authors maintain that theirs is a book for students of government, political science, 
history and political sociology. This reviewer concurs but warns that the students will 
need to be pretty sophisticated. It would also help if they are widely read although by the 
time they have reached the end of ‘The Politics of Antagonism’ they may feel that that has 
been an education in itself. It covers an enormous amount of ground chronologically from 
1609 to 1992 and conceptually through settler colonialism, hegemonic control, arbitration 
and consociationalism. An example of its painstaking thoroughness can be seen in its 
treatment of hegemonic control which is examined through the territorial, constitutional, 
electoral, coercive, legal, economic, administrative and external dimensions. Similarly 
their treatment of the audit of antagonism is devastating because, put in its comparative 
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context, it removes any propaganda claims about Northern Ireland returning to normality 
-or for that matter that it was simply a case of ‘normal British misconduct’ between 1920- 
1972. It is this co-mingling of the chronological and conceptual which makes this book 
particularly refreshing. 

It should also be said that this is a remarkably accurate book, albeit one with a ‘green 
tinge’. With the exception of placing the 1859 religious revival in 1857 I can find no obvious 
factual defects. Judgement is another matter, although again one has to laud the ingenuity 
and industry of both authors. They are surely correct in placing the conflict in a wider 
historical and comparative context and their resort to sources has been (almost) exem- 
plary. They have not consulted J.G.A. Pocock’s seminal essay on the limits and divisions 
of ‘British’ history which ‘denotes the historiography of no single nation but of a problem- 
atic and uncompleted experiment in the creation and interaction of several nations’. While 
O'Leary and McGarry may not have consulted Pocock I would suggest that they are 
sympathetic to the approach. They could, however, have made use of it in their treatment 
of British policy since 1972 and expectations thereof. They are correct in stressing Britain’s 
self-conscious role of arbiter since 1972, and they are very persuasive in arguing for a 
‘democratized condominium’ — and indeed for ‘rolling cantonization’. But in their treat- 
ment of the Anglo-Irish Agreement they don’t allow for the creation of a prestigious third 
party as a mechanism of conflict regulation and they don’t make a big enough distinction 
between structure and process. It was no accident that a structure was created to with- 
stand virtually any depredation. It may not have been the most aesthetic piece of consti- 
tutional architecture but it was built for the longer term ~ hence the Review of the working 
of the Conference and the remarks made by a former US Ambassador that it may take 
until the end of the century before we can decide whether this highly unusual experiment 
has succeeded. Traditionally auditors are grey men in grey suits with an eye for the small 
print and no real conception of ‘history’. O'Leary and McGarry can be congratulated for 
going some way towards humanizing them. Their book will be read very carefully by 
officials and politicians and should be required reading on advanced undergraduate lists. 
When they come to write a sequel they should remember to include the invisible (and 
symbolic) earnings of the politics of antagonism. 


Paul Arthur 
University of Ulster at Jordanstown 


ORGANIZED INTERESTS AND THE EUROPEAN COMMUNITY 


Justin Greenwood, Jürgen R. Grote and Karsten Ronit (eds.) 
London: Sage Publications, 1992. 282pp., £35.00 (cloth) 








This collection explores the impact of organized interests on the ‘Europeanization’ of 
markets and politics, as well as the reciprocal effect of European integration on the 
organization of interests. It brings together a diverse collection of European scholars. 
Individual chapters are case studies of industrial sectors (telecommunications, pharma- 
ceuticals, biotechnology, consumer electronics) or peak associations (for small firms, 
employers, labour). 

The diversity of the evidence leads the editors, rather predictably, to contend that it 1s 
‘impossible to draw the conclusion that interest intermediation at the European level is 
clearly of either a corporatist or pluralist nature’ (p.248). The volume also contains more 
novel denouements: that sectoral associations are usually more powerful in European 
Community-level governance than peak associations; that individual large firms are often 
effective political players when they act alone; and that many interests continue to press 
their demands via national routes, despite the increased importance of transnational 
arenas for interest mediation. 
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As is normally the case with edited collections, the quality of the chapters is uneven. 
Greenwood and Ronit’s comparative study of the pharmaceuticals and biotechnology 
industries is enlightening: it highlights how established interests tend to rely far more on 
national channels of influence than do those which have emerged more recently. 
Cawson’s chapter on the consumer electronics industry, which argues that the EC reflects 
‘a dualism between corporatism for the powerful and pluralism for the powerless’ 
(p. 117), is clearly argued and convincing. Visser and Ebbinghaus offer a compelling 
analysis of the decline of organized labour in Europe which posits that trades unions have 
been weakened both by European integration and the decentralization of national struc- 
tures for collective bargaining. The editors provide a useful introductory survey of 
existing literature on the interplay between organized interests and European integration. 
They gamely attempt to draw general conclusions from the case studies - while empha- 
sizing the difficulties of doing so — in the final chapter. 

Elsewhere, chapters tend to say a lot about the trees without much analysis of the forest. 
The broad conclusions of several chapters are buried under a minutiae of detail. The effect 
is to obscure the general themes which the editors offer amidst their attempts to link the 
chapters into a coherent, unified volume. In fairness, a profusion of acronyms comes with 
the territory, but a general list at the beginning of the volume would have helped the 
hapless reader to navigate through an alphabet soup of multilingual abbreviations which 
correspond to individual interest associations. A chapter on the implications of the 
structure and recent evolution of the EC’s institutions for interest mediation would have 
been welcome. Curiously for a study of organized interests in the EC, there is no chapter 
on the agricultural sector, where effective interest aggregation has clearly been crucial to 
policy outcomes. Some chapters are ridden with tortured prose and the copy-editing is 
sloppy in places. 

The editors take pains to stress that the case studies yield more variations than gener- 
alities about how interests are aggregated and mobilized at the EC level. As is stressed 
throughout the volume, the power of the EC to legislate varies enormously between policy 
sectors, thus adding to the difficulty of moving from the specific to the general. Yet, in 
trying to distil at least some broad, definitive principles from such an eclectic range of case 
studies, the editors occasionally fall victim to truisms, such as their contention that ‘power 
is the main resource in transactions between interest actors and the EC’ (p. 37). 

In the end, the book performs the valuable service of refuting claims that the Commu- 
nity and the full range of its mechanisms for interest meditation can be characterized as 
‘pluralist’, ‘corporatist’ or anything else. Such broad claims do nothing to advance our 
understanding of the EC and discourage scholars from coming to grips with its diversity. 
While Organized Interests and the European Community sometimes suffers from 
‘symposiumitis’, for the most part it resists generalized, simplistic statements about the 
nature of the EC as a system of governance. The collection as a whole sheds welcome light 
on a set of issues that has been understudied both by students of interest groups and those 
concerned with EC politics. Amongst its chapters are several outstanding pieces of work 
which deserve to be widely read and cited. 


John Peterson 

University of York 

INFLUENCING THE EUROPEAN COMMUNITY 
Cecilia Andersen 

Kogan Page, 1992. 358pp, £35.00. 


Cecilia Andersen teaches MBA students and multinational managers at Antwerp Univer- 
sity. She has also acted as an adviser on EC developments to several large companies. Her 
book, therefore, is specifically designed to guide companies in developing a business 
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strategy for influencing the European Community. The book is one of many now available 
from that growing industry of consultants offering ‘how to lobby the EC’ advice to both 
private and public sector organizations. As with the emergence of all new products, the 
consumer finds it difficult to identify the good from the bad! 

Professor Andersen’s book - though decidedly unexciting — seems reasonably good 
value for those seeking an introduction to the maze of processes and institutions within the 
EC. For those who have some knowledge of how the EC institutions work, or who have 
reasonably good sectoral knowledge, her book will be far less useful. It is also less useful 
for highlighting the special problems facing public sector organizations wishing to de- 
velop a strategy for influencing the EC. 

Her brief description and analysis of the EC policy process is useful and up to date. 
Particularly useful is the discussion of the reforms proposed in the Maastricht Treaty and 
their implications for the EC policy process. The book then reviews a wide range of EC 
policy areas — such as controls over state aids, consumer policy, telecoms etc. These 
reviews also cover the main representational structures and associations in each policy 
area. All are useful in themselves if the reader has no prior knowledge of the sectors 
covered. However, they provide only basic information, because so many are included in 
the 350 pages of the book. Moreover, these sectoral reviews will date rather quickly. Depth 
of analysis has been sacrificed to breadth of coverage. As a quick ‘Cooks tour’ through the 
range of EC policies which impinge on business, the book succeeds. It is far less successful 
in presenting a really sophisticated understanding of the multiple lobbying strategies 
which are adopted by the most successful lobbyists in Brussels. 


Jeremy Richardson, 
Warwick Untversity. 


MANAGING CHANGE: IMPLEMENTING PRIMARY HEALTH CARE 
POLICY 


Patricia Day (ed.) 
University of Bath, 1992. 87pp. £5.95 (paper) 








Whether or not one agrees with the means, the placing of primary care in the mainstream 
of the NHS has been long overdue. This collection of six short essays (plus an introduction 
by the editress) could have provided a significant preliminary analysis of how recent 
changes have occurred, for the authors are a former DHSS Deputy Secretary and senior 
officers (of five English Regional Health Authorities) responsible for implementing pri- 
mary care policy. Sadly, the book disappoints. 

Firstly it is rarely specific; in general, the level of abstraction is such that only readers 
who already know the details will be able to make anything of the text. Consider, for 
instance: 


This project identifies the need for systematic but simple practice level input into the 
health needs assessment process. It has as its objective the development, validation and 
promulgation of such an approach to health needs assessment and has both 
fundholding and non-fundholding participants within it. The vision is for valid, 
locality based and jointly derived information to drive the formation and delivery of 
a health care strategy in a patch. In so doing, this information resource will be the basis 
of both fundholding and DHA purchaser plans. The project recognises that this infor- 
mation resource should eventually be an integral part of practice annual reports and 
the requirements of any revised GP contract (p. 44). 


Secondly, there is a serious lack of balance, which is not redressed by the editorial 
introduction. The heroes of the account are the government: 
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[waiting] to hear Kenneth Clarke’s proposals for his new White Paper Working for 
Patients. The atmosphere was electric as the hand picked audience of key Health 
Service people from Mersey and North Western Regions waited in the darkened studio 
at Granada TV in Manchester. As the story unfolded it quickly became apparent that 
this was not going to be another exercise in papering over the cracks. This was a 
revolution (p. 49). 


Indeed, the extraordinary claim is made that the prime ministerial review of the NHS 
was ‘the only comprehensive one since its introduction in 1948’ (p. 47). The managers 
helped too, and the text contains a good deal of dropping of the names of senior NHS 
officers. 

The villains of the piece are less clearly identified, but seem to be sceptical managers 
(who, we are told in a rather sinister fashion, ’soon faded from the scene’ p. 23), a feckless 
public (‘those living in the leafy suburbs were more likely to look after their . . . . teeth’, 
P. 13) and those claiming that ‘we need more money or patients will die’ (p. 47). 

There are passages which avoid these two criticisms, but there are too few of them. It is 
important to know that consultant outpatient sessions are increasingly seen as primary care 
(p. 45), that the review process can be used to integrate the work of different authorities (p. 
63), and that GP fundholding has produced some unsought outcomes (pp. 84-5). 

The audience for this book is unclear; most of those who can put detail onto its 
abstractions do not need to read it. Those who wish to learn from it will be largely 
frustrated. On the whole, it reads like an attempt to rally the troops, but there must be 
more effective means of accomplishing that. 


Steve Harrison 
University of Leeds 
THE NEW POLITICS OF BRITISH TRADE UNIONISM 


David Marsh 
Macmillan, 1992. 268pp. Price not known 





The creation and propagation of popular mythology is one of the main weapons in the 
armoury of modern politicians. Thus, we have the claim by Conservatives that Mrs 
Thatcher’s greatest achievement as Prime Minister was to curb the overweening power of 
the trade unions. Like some latter-day Boadicea, she is depicted as pitching into, and 
routing, the massed ranks of greedy and power-mad trade unionists (many of whom 
voted for her!) Just as there are good historical reasons to doubt the exploits of Boadicea, 
so there are equally good reasons to question this heroic view of Mrs Thatcher. 
Professor Marsh’s book is a scholarly and impeccably argued explosion of the popular 
myths surrounding the 1980s decline in union power. That there has been a swing in 
favour of employers and managers is undeniable, but Professor Marsh demonstrates 
beyond reasonable doubt that this is largely the result of shifts in the pattern of employ- 
ment and continuing economic decline. The reluctance of employers to use the extensive 
legal powers now available, and their lack of enthusiasm for proposed new powers, 
demonstrates that the reality of day-to-day industrial relations is far removed from the 
birds-eye view of the Employment Department. Professor Marsh also concludes, rightly, 
that very little fundamental change has occurred at the workplace, as any eventual 
emergence from economic recession will show. Industrial relations is about managing the 
intrinsic conflict of interest between employer and employee. This conflict is a basic 
ingredient of market economics, as of any other branch of economics. Only totalitarian 
regimes have attempted to remove this conflict, and their successive failures have usually 
been a prime factor in their eventual collapse. So, relations between employer and 
employee have to be carefully and continually managed. Macho-management may have 
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a transient success, but this will sooner or later prove to be illusory. There is no substitute 
for good industrial relations, which require day-in, day-out attention to the pursuit of 
harmony. In this difficult and exhausting process, well-run and fully representative trade 
unions play an essential part. Professor Marsh sums it all up very aptly in his concluding 
paragraph: 
Overall, it is too easy to view Governments as omnipotent and omnicompetent, 
particularly when they themselves attempt to project this image. The Conservatives 
have had some success in achieving their aims in the industrial relations field, but it 
has been limited by the realities of industrial relations on the shop floor. 


The statue of Boadicea just across the road from the Palace of Westminster provides an 
interesting and permanent comment on the difference between myth and reality. 
Boadicea is pointing firmly in one direction, whilst her chariot is clearly going in the 
opposite. Perhaps any eventual statue to Baroness Thatcher of Kesteven should be 
similarly arranged. 


Peter Jones 
Council of Civil Service Unions 


BUREAUCRATS, TECHNOCRATS, FEMOCRATS: ESSAYS ON THE 
CONTEMPORARY AUSTRALIAN STATE 


Anna Yeatman 
Allen & Unwin, 1992. 213pp. £9.95 (paper) 





Books about ‘femocrats’ in the civil service may discourage many readers who abhor 
harridans reaching the higher echelons of bureaucracy. It would be a pity if this assump- 
tion deterred readers from Anna Yeatman’s Bureaucrats, Technocrats, Femocrats. Yeatman 
offers a hard-hitting critique of the new role of the state. 

Over the past two decades, there have been demands that the state should be rolled back 
and public sector spending reduced. At the same time, there have been calls for greater 
accountability and responsiveness: the state should deliver more services in an imagina- 
tive, responsive and dynamic way. This has been a tall order for a male-dominated, rule- 
bound and cautious profession. 

The state is no longer complacent and bound by tradition: ‘the public umpire of social 
contests and judge of wrongdoing’ (p. x). The process of policy-making and implemen- 
tation has been modified by the incorporation of a range of interest groups and move- 
ments. Its new role is complex, contradictory and sometimes incoherent. The state must 
be all things to all people, do it on a budget and be accountable. 

Yeatman explores the underpinnings of recent challenges to the Australian state. She 
proposes that the state should be seen as the site of contestation over the distribution of social, 
political, cultural and economic struggle. The politics of contestation centre on, notions of 
democratization, citizenship, equity and public values. Tax payers as well as interest 
groups (especially associated with gender, multiculturalism and environmentalism), ex- 
pect accountability and action. 

These bottom-up demands have confronted the top-down style of state management 
resulting in ‘a crisis of the ideal welfare state’ and ‘a counter revolution is a response to 
the democratizing claims of the new social movements’ (p. xi). In other words, the 
restructuring of the state should be seen as part of contemporary cultural politics and not 
merely as the product of economic rationalism and administrative reform. 

Managerialism has implemented a shift from service provision to client-orientated 
services. Rather than assisting new demands, the new ethos has been used to — marginalize 
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the democratizing agendas of social movements: ‘A newly rationalised administrative 
elite has learnt a repertoire of symbolic gestures in the direction of consumer consultation, 
social justice and client rights, but has been barred effectively from more serious conver- 
sion to managerialist-economic rationalist administrative agendas’ (p. 3). 

This has forced interest groups onto the defensive, arguing for the retention of pro- 
grams and funding rather than challenging the heart of the machinery that offers these 
tokenistic policies. If anything, Yeatman suggests that the ‘cultural revolution’ inside 
bureaucracy, with its goals of efficiency, democracy and equity, has erected processes and 
procedures that resist genuine reform. 

We have produced a technocracy concerned with narrow conceptions of measurement 
and responsiveness. Outcomes are measured by performance indicators; democratizing 
intervention; the emphasis on people-and-process has enhanced social control; meritoc- 
racy excludes disadvantaged groups (and conflicts with the objectives of Equal Employ- 
ment Opportunity or EEO); expertise marginalizes value issues; and technical flexibility 
leads to teleological promiscuity. 

The language of reform stresses a democratizing impulse. In practice, the ‘foundations 
of a democratic polity’ have evaporated along with ‘commitments to public values, a 
public domain, and publicly funded services which foster equal citizenship’ (p. 58). This 
is stinging criticism of a much-heralded reformation. 

In this context Yeatman evaluates the impact of feminism and femocrats on the state. 
The term ‘femocrat’ is an Australian neologism for a feminist bureaucrat: ‘a feminist in an 
official capacity, that is, someone for whom feminism is considered a qualification for 
which they are selected to do the job they are performing’ (p. 65). Femocrats exclude 
women career civil servants working in areas which are not associated with the interests 
of women. 

To achieve this status, Yeatman argues that femocrats have become a ‘class of their 
own’: establishing their own individualized economic class position; and being excluded 
from the gender-class position of both men and women (p. 78). To be taken seriously by 
the state, femocrats have become exclusive. By so doing, they are far removed from the 
circumstances of those whose interests they represent. 

Even within the bureaucracy, femocrats are a class apart and perceived as threatening 
the ‘technocratic culture’ that is characterized by so-called ‘masculine’ traits associated 
with power, hierarchy, authority, rationalism and logic. Consequently femocrats are: 
‘associated with things, spaces and relationships within the state’s sphere of activity that 
are regarded as “feminine”, for whatever these femocrats do, it must not upset or 
undermine too far the basic patriarchal hierarchy which structures the state’ (p. 86). 

Despite scepticism among femocrats about their effectiveness, and among women 
bureaucrats and ordinary women towards them, all still look to the public sector for help 
in achieving equity for women: the state remains the first and last resort of feminism. 

The obstacles in achieving genuine improvements in the status of women illustrate state 
resistance to an array of social, political and cultural reforms. Drawing on international 
comparisons, Yeatman concludes that feminist critiques: ‘of the welfare state table for 
concern the asymmetry in power between market-established capacities and state-de- 
rived capacities. In so doing they place fundamental questions against what may be called 
the classical, Marshallian tradition of social citizenship’ (pp. 147-8). 

The debate about femocracy highlights the strategic inertia produced by technocracy. 
Managerialism marginalizes the democratizing agendas of new interest groups, issues 
and values. Despite greater public awareness of equity issues, it is difficult to reconcile the 
rhetoric with the practice. If gender equity can be sidestepped so easily, the prospects for 
other equity issues do not look hopeful. By creating awareness of these issues in the 
context of the machinery of state, Yeatman makes an important contribution to the 
understanding of the position of women in the bureaucracy. 


Jennifer Craik, 
Griffith University 
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CONTEMPORARY AMERICAN FEDERALISM: THE GROWTH OF 
NATIONAL POWER 





Joseph Zimmerman 
Leicester, University Press, 1992. 239pp. £37.50 (cloth), £14.99 (paper) 


As the sub-title to this volume suggests, the American Federal Government continues to 
accumulate power in relation to the 50 states. The nature of this accretion has, however, 
changed substantially over the last twenty years. Until the late 1980s most commentators 
looked to the pattern of intergovernmental fiscal relations for evidence of growing federal 
power. Between the New Deal and the Carter administration federal grants in aid to state 
and local governments rose inexorably reaching a peak of 26.5 per cent of all state/local 
outlays in 1978. Thereafter, a substantial relative decline in federal grants occurred, falling 
to 18.2 per cent of state/local outlays in 1988; or just 10.7 per cent of all federal spending 
(the peak was 17 per cent in 1978). 

Retrenchment during the later Carter years followed by the cuts imposed by Reagan’s 
New Federalism, mainly account for these figures and a rapidly growing economy after 
1982 helped reduce the pain of the cuts. As Joseph Zimmerman shows, however, federal 
power was, if anything, enhanced during these years through the increasing use of federal 
pre-emption. Pre-emption, which can be partial or total, is the principle whereby federal 
law prevails over state law. In a few limited areas such as the retirement age, federal law 
is supreme; the states cannot legislate in this area. Much more common is partial pre- 
emption or requirements that the states meet minimum standards in such areas as 
environmental regulation or occupational safety and health. Readers will find no better 
source for a discussion of pre-emption than Zimmerman’s text. The subject is his 
specialism and he guides the reader through the complexities of recent developments with 
skill and authority. He describes the pre-emption of the eighties as ‘galloping.’ Ronald 
Reagan, the great decentralizer in fiscal relations, signed no less than 106 pre-emption bills 
and he was strongly in favour of total pre-emption ın such areas as banking, communi- 
cations and transport. Of course by favouring federal predominance in such areas Reagan 
was advancing the free market by challenging state mandated restrictions and cartels. 

In many respects, however, partial pre-emption has actually increased the states’ 
responsibilities rather than reduced them. For in the context of fiscal constraints it was 
often cheaper and more effective for the states to implement federal standards. As a result 
they now constitute the front line of the administrative state in the US. Zimmerman shows 
only too well that the result is an even more complex and interdependent federal system 
of government. 

While these insights are there for those prepared to find them, Contemporary American 
Federalism is very much a standard text which covers almost all aspects of American 
federalism. It is written in a somewhat didactic style and occasionally lapses into technical 
legal jargon. Perhaps the most disappointing aspect of the book for non-American readers 
is the absence of comparative references. Comparisons with Canada, Australia or Ger- 
many would have served to place the American experience in perspective. And the pre- 
emption debate has important implications for recent developments in the EC. This said, 
the book is up to date, comprehensive and very carefully written. It will serve as a useful 
aid for teachers of the subject, although I would be reluctant to assign it as standard 
undergraduate reading. 


David McKay 
University of Essex 
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WHAT HAPPENED TO THE RIPA? 


IVOR SHELLEY 


The financial history of the RIPA from its incorporation as a company in 1976 to 1989 
was a volatile one; but there had been sufficient good years to justify cautious o 

as we entered 1990/91. However, a combination of circumstances — which, if ‘hey hed had 
occurred separately might have been overcome — were, taken together, to deliver the 
Institute a mortal blow. These led to a deteriorating cash-flow position. This looked to 
have been eased by a major restructuring and the sale of the International Division, but 
when the 1991/92 accounts were finalized the loss for the year was revealed as £241,000 
and there was an excess of liabilities over assets of £231,000. An appeal was launched 
to corporate members, but before the results of this could be fully tested, the cash-flow 
position once again became critical and the bank lost confidence in the Institute's 
ability to trade out of its difficulties. The Council had no alternative but to proceed to 
receivership. 


As I hope most people now know the Royal Institute of Public Administration, 
after a distinguished history spanning seventy years, went into administrative 
receivership on 15 July 1992. In this article I seek to describe the events which 
led up to the Institute’s tragic demise and, in so doing, indicate the complex 
factors which brought this about. 

There are advantages and disadvantages in doing this only six months after 
the RIPA folded. On the plus side, the events are still relatively fresh in the 
mind and the memory sufficiently strong to provide a valuable adjunct to the 
documentary sources. On the minus side, the events are almost too recent to 
be writing about them. I was very close to the action during the financial year 
1991/92 and in the thick of it thereafter. There is great value in being able to 
stand sufficiently well back from the unfolding of events to feel satisfied of 
achieving the right level of objectivity. I have tried to do that, but distance in 
time would have greatly helped. These recollections are inevitably tinged with 
sadness. I worked for the RIPA for over thirty years. I cherished the values for 
which it stood and I strongly believe that, until such time as ways and means 
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are found to build upon what it sought to do, public administration will be the 
poorer for its absence from the scene. 

Having expressed doubts about the wisdom of writing this piece now, I am 
deeply conscious that there are many people in public administration around 
the world who wish to know more about what happened to the RIPA. I hope 
that what follows will help to enlighten them. It is a personal account and there 
will no doubt be those who will question some points of interpretation or hold 
a different view as to why certain events occurred. That is their right. I can 
only claim here to outline what happened as I saw it. Inevitably it is simplified. 
The rapid development of issues, the sometimes unexpected twists and turns in 
events, often on a daily basis, cannot easily be captured in the context of an 
article. In the fullness of time, it may be possible to retread this path in a wider, 
and perhaps more satisfying, historical context. 


BIRTH AND GROWTH 


For the benefit of those who are not familiar with the origins and development 
of the RIPA up to recent times it may be helpful to record a few basic historical 
facts. Fuller details can be found in two articles written by former Director 
Raymond Nottage and Freida Stack on the occasion of the Institute's Golden 
Jubilee in 1972 (‘Public Administration’, Autumn and Winter 1972, pp. 281-304 
and 419—46). 

The Institute was founded in 1922 as an independent organization to develop 
the civil service and other public services (both national and local) as a recognized 
profession and to promote the study of public administration. It owed its 
existence to the major staff associations in the public services and particularly 
to the Society of Civil Servants. 

It began life solely as an individual membership organization and remained 
so for nearly thirty years. Two of its earliest initiatives were the foundation of 
this journal in 1923 and of the Haldane Essay Competition in 1924. The years 
before the Second World War were also to see the development of major lecture 
and conference programmes; the establishment of regional groups, with their 
own activities, both in the UK and overseas, particularly Australia; the support 
of individual research initiatives and the development of links with the uni- 
versities. Despite its undoubted achievements during this period, by 1939 the 
Institute was still a very small organization, numbering no more than 2,300 
individual members, of whom 800 were overseas. The founders had been 
frustrated in their attempt to establish the Institute as a fully professional body, 
administering and regulating a standard administrative qualification applicable 
across the whole of the public service. As an active learned society, however, 
it had fully justified its existence. 

The post-war years brought a new strategy. A full-time Director was 
appointed in 1947. The hoped for growth in individual membership having not 
occurred, membership in 1950 was opened to corporate bodies; this was 
eventually to lead to institutional support from many parts of the public sector 
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and beyond. Government support came with a modest three-year grant, later 
converted to an annual corporate membership subscription, covering all civil 
servants. Corporate membership income enabled the Institute to expand its 
existing services and introduce new ones. A major research and publications 
programme was initiated which, over time, was to lead to a series of volumes 
on many aspects of public administration. The foundations were laid for a library 
which was to develop into a unique specialized collection of public administration 
materials, enhanced in the 1980s by the introduction of a computerized 
information database. 

All these services could be seen as building on what had gone before. There 
were three important new developments, however. Firstly, the Institute in- 
troduced a major programme of training courses on management skills and 
techniques, together with seminars on key issues in public sector organization 
and policy-making. The Institute quickly became a leading provider in this area 
and attracted, in particular, a large number of participants from local goverriment. 
Secondly, following a pilot research study, the Institute launched, with the help 
of the local authority associations, a major consultancy on operational research 
which, at its peak, was to become a unit of over sixty staff providing a national 
service in the use of methods of quantitative analysis and mathematical 
modelling. Thirdly, interest from overseas in the Institute’s UK training pro- 
gramme led eventually to the establishment of a major training and consultancy 
service for the Third World. 

By the 1970s, however, competition from new training institutions specially 
concemed with local government had forced the Institute to cut back sharply 
its UK training programme. The international programme continued to expand, 
but the operational research side began to face a rapidly changing market for 
the services it had traditionally offered. These developments were, in time, to 
have a major effect on the Institute's financial position. 


1976—89: A VOLATILE PERIOD 


The Institute had always struggled to accumulate the level of reserves which a 
body with its turnover — £2.7m. at its peak — should have had to sustain it during 
downturns and to enable it to invest in growth. 

But it was not all gloom and doom from the mid-1970s onwards, when the 
Institute was incorporated as a company (it previously existed as a trust). There 
were good as well as bad years — seven to be precise in the 13-year period 
between 1976/77 and 1988/89, three in the late 1970s and four in the 1980s. 
Substantial surpluses in 1977/78, 1978/79, and 1979/80 increased the General 
Reserve from £191,000 to £500,000; the annual turnover at 31 March 1979 was 
£1.29m. At that time the Institute’s two main trading activities were its 
international training and consultancy (OSU), and its operational research activi- 
ties conducted through the Local Government Operational Research Unit 
(LGORU). On the home front, following the recommendations of a Management 
Structure Review Committee in 1977/78, there was substantial investment in a 
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new programme of conferences, seminars and meetings, supported by a high 
quality research programme, all designed to develop what was then termed the 
‘institutional’ role. The financial returns in the early years of the new UK 
programme were small but the Council felt that the investment was key to the 
revitalization of what they saw as the raison d'être of the Institute. Most 
worrying, however, was the continuing poor financial performance of LGORU, 
despite a quality of service which had been well-received for many years. The 
healthy returns of its first ten years of operation had, with the exception of 
1978/79, given way to a sequence of losses. OSU continued to grow and do 
well throughout this period. 

1981/82 and 1982/83 were difficult years, however. There were substantial 
overall losses, with over £320,000 wiped off the reserves. Despite major 
rationalization, losses at LGORU continued and a world recession in 1982/83 
dragged OSU down to a break-even position in that year. The RIPA faced major 
cash-flow difficulties for the first time and needed to negotiate overdraft facilities 
of £90,000 with the Bank. 

The next three years, however, brought significant improvements, with 
healthy overall surpluses. LGORU was back in the black in the first of these, 
although unable to sustain that in the following two years. Over £350,000 was 
added to the reserves, taking them to £540,000 by 31 March 1986. Fortified by 
this sequence of three good years, the Institute moved OSU to Regent’s Park 
and took on larger premises at its headquarters’ site in Birdcage Walk; with the 
expansion of its activities, the facilities at its existing premises were no longer 
adequate for the Institute’s purposes. But the investments in leasehold improve- 
ments to the new premises were substantial — £674,000, financed by a bank loan 
of £300,000, with the balance coming from its own resources. 

Unfortunately, there followed three bad trading years. In 1986/87 turnover 
slumped from £2m. to £1.7m. and OSU experienced a deficit, for the first time, of 
178,000. Further substantial losses in 1987/88 and 1988/89 reduced the General 
Reserve to £16,540, LGORU (now renamed RIPACS) was wound up as a RIPA 
activity, with the exception of one residual major on-going contract for the 
probation service. 

The Institute looked very exposed and was clearly in real difficulty. However, 
1989/90 appeared to have brought another change of fortune with an overall 
declared surplus of £118,000. Subsequent events were to raise questions as to 
whether that was a true and balanced view of the state of the Institute's affairs, 
but the auditors had approved the accounts and there was no obvious reason 
for directors to think otherwise. But at this stage I am in danger of getting 
ahead of my story. 


APRIL 1990-AUGUST 1991: SAILING INTO TROUBLED WATERS 


The Institute thus started the financial year 1990/91 with reserves seemingly 
strengthened to £135,400; modest to be sure in relation to a turnover of £2.7m, 
but a sufficient improvement to encourage the Council to embark on a small 
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degree of phased investment spread over two years. This included the recruit- 
ment of additional staff for the international side, some long-delayed and much 
needed refurbishment in training facilities at Regent’s College, a replacement 
computer for the RIPA’s databases and a major redesign of the Institute's 
brochures, posters and other publicity material aimed at projecting a more 
coherent and professional identity across the wide range of its activities and 
services. The latter exercise forced a number of questions to be asked about the 
Institute’s overall structure. The result was to re-group operating activities into 
three distinct divisions: (i) International, (ii) UK and (iii) Information. 

With the approach of autumn 1990, budget making for 1991/92 began against 
a background of satisfaction with reasonable success in the previous year, but 
a strong realization that the Institute needed a succession of profitable years if 
it was to restore its reserves to a healthy level. Performance in the current year 
(1990/91) was going to be modest, however, but the outturn projection at that 
stage was for an overall surplus of around £75,000 against a budgeted forecast 
of £34,000. The last quarter’s trading was disappointing, however, and in March 
the forecasted surplus had slipped to £21,000. 

At its March budget meeting, the Council noted a £55,000 surplus for the first 
nine months of 1990/91 and the revised projected year-end surplus of £21,000. 
At the same time it approved a budget for 1991/92 which projected an overall 
surplus of £41,000. Within that, the International Division’s target was to 
increase its operational surplus by 25 per cent (£368,000 to £455,000) and that 
of the UK Programme and Membership by 17 per cent (£72,000 to £84,000). 

In the International Division there was concern, however, about the impact 
of the Overseas Development Administration’s (ODA) new policy of projectiza- 
tion, which involved a switch of resources away from the funding of individual 
course places in the UK to the funding of projects in the host countries. While 
this might well involve the need for training, discussion with training organiza- 
tions and provision for this needed to take place at the outset of project planning; 
there seemed, however, to be no established process for doing this. 

By early June the first draft accounts for 1990/91 were ready and showed a 
surplus of £24,240 as compared with the previous forecast of £21,000. This was 
duly noted by the Institute’s Council at its June meeting. 

My international colleagues were beginning to express further worries, 
however, about the current year. The British Council had announced an 8 per 
cent cut in the number of places they would be taking on international courses. 
Last minute cancellations on RIPA courses had increased and the reasons were 
being carefully investigated. The after effects of the Gulf War and the political 
turbulence inevitably affecting many countries at that time were clearly having 
an impact on demand. 

Those worries seem to come to a head in early August, perhaps prompted 
by a rare occasion when most of the International Division’s consultants were 
home from overseas missions at the same time. In the absence of the Director- 
General and the Director of the International Division, who were both overseas, 
I readily agreed to their request for an informal meeting to discuss their concerns. 
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At that stage it was clear that they were seriously off budget and saw no easy 
routes to get back on course. I reported their concern promptly to the Chairman 
and Treasurer and subsequently was able to relay this to the Director-General 
overseas. 

There was another item on the agenda of that meeting with ID consultants: 
the meaning of the auditors’ new ruling on the allocation of deferred income 
and expenditure, a bombshell which had hit the Institute just a month earlier. 
What implications did it have for the RIPA? 


THE AUDITORS’ ‘ADJUSTMENT’ 


In the course of the audit process in 1990, the Institute’s new Accountant, Jeremy 
Wong, had raised with the auditors the method of calculating deferred income 
and expenditure and had been told that the method, which had been used 
consistently for several years, was satisfactory. However, the 1991 audit, 
benefiting from improved financial information, revealed that the auditors 
believed that deferred income and expenditure should be calculated in a different 
way. Their proposal, made in July, did more accurately reflect the basic principle 
that costs and income should be apportioned in accordance with the volume of 
work done in each financial year; the Institute was happy to accept that. It was 
the implications of the ruling at that time which caused immediate concern. 

After lengthy discussion, the auditors resolved that it would be technically 
correct to deal with the issue not as a prior year adjustment, as originally 
contemplated, but by charging the sum of money concerned (£79,408) against 
the 1990/91 accounts and disclosing it as an exceptional item. After taking 
specialist advice, the Council felt that they had no choice but to accept this 
ruling. Further discussions with the auditors did result, however, in September, 
in a modification of the audit fee for 1990/91. If this problem had been identified 
during the 1989/90 audit process, an adjustment would have been made to that 
year’s accounts. The true surplus at 31 March 1990 would then have been shown 
as £39,430 and not £118,838, and there would have been no question of the 
Institute having committed itself to expenditure of £74,000 on additional staff, 
equipment and a new design for its publicity. 


A DISASTROUS RESULT FOR 1990/91 


The impact of the auditors’ ruling was bound to have a devastating effect on 
the 1990/91 result. When final adjustments had been made the Institute was 
shown as recording a deficit of £125,872, compared with the reported surplus of 
£118,838 in 1989/90. Within that, the International Division’s turnover was 
down by 3 per cent on the previous year and it recorded a deficit of £126,679 
after taking into account recharges from Finance, Library and Printing. Member- 
ship showed a surplus of £34,907 and the UK Consultancy activity a surplus 
of £12,373; the UK Programme recorded a deficit of £37,146. The situation 
had worsened also as a result of a decision in November 1991 by the Customs 
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and Excise Inspectorate to disallow an appeal from the Institute against a 
£26,000 liability for unrecoverable VAT. 

At the 31 March 1991 the General Reserve had thus been reduced to the 
perilously low figure of £9,509, compared with the reported figure of £135,381 
in 1990 (£55,973 if adjusted). We now tum our attention to the Institute’s 
performance in 1991/92. 


AUGUST-SEPTEMBER 1991: CONTINUING UNCERTAINTY 


The uncertain financial position, not surprisingly, was now dominating the 
Institute’s agenda. The Finance and General Purposes Committee (FGPC) were 
meeting frequently, sometimes weekly. The first quarter's figures were now 
available and revealed only a small surplus of £11,074. This reflected a 
continuing major downturn in the number of participants attending international 
courses with support from the UK government. The reasons for this appeared 
to be largely to do with uncertainty over the emerging policies of the ODA 
and the British Council in regard to the projectization of their programmes and 
the delays in processing applications caused by these uncertainties. Other 
training providers were also being affected and, at a meeting with representatives 
of all overseas training providers, the ODA seemed to recognize the possible 
threat the new policy might have to the future viability of some of them. How 
the problems could be overcome, however, were not clear, but the RIPA decided 
subsequently to seek a meeting with the Permanent Secretary of the ODA to 
explore the particular consequences for itself. 

The uncertain international situation, particularly in the aftermath of the Gulf 
conflict, had also led to the loss of a number of consultancy contracts. 

In the light of the results for the first quarter and the Institute’s greatly 
depleted reserves, a thorough review was undertaken of the 1991/92 budget 
and a revised budget was presented to and approved by the FGPC on 22 August. 
To achieve it required: generating additional income, particularly through 
national courses and consultancy undertaken by the International Division; 
reducing variable expenditure on ID courses; limiting capital expenditure only 
to absolutely essential items; reducing expenditure to a minimum on staff 
training and the employment of temporary staff; reviewing all vacant posts as 
they arose and replacing only when essential; and reducing costs, whenever 
possible, in the use of telephones, postage, fax etc. 

The reduced income in the first quarter, however, was now putting pressure 
on the Institute’s cash-flow position. This was being monitored closely on a 
week-to-week basis; a projection of cash requirements through the following 
months was also used to monitor performance. Renewed efforts were made to 
agree further contracts to generate additional income. There was hope that some 
of this would come from a sympathetic response to the Institute’s situation from 
the ODA. At that time careful stewardship of the cash position meant that the 
RIPA was able to meet all its short-term commitments within its borrowing 
requirements. However, it was clear that the position would become more 
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difficult during the winter months, the customary trough period for international 
training in the UK. 

Given the circumstances, the Institute decided to move forward at a greater 
pace a review of strategic plans, discussions on which had been started by the 
senior management team in June. These would be conducted within certain 
parameters: a sharpened mission statement broad enough to embrace the full 
range of the RIPA’s activities but sufficiently focused to engender a sense of 
common purpose amongst all staff; the changing nature of public services and 
the form of their delivery in the UK and overseas; the changing policies of 
major funding sources, particularly those for the Institute’s international pro- 
grammes; the expectations of members, both individual and corporate; a 
systematic approach to potential growth; the best resource mıx to deliver the 
Institute’s programmes, including premises and people; and an evaluative process 
to ensure changes were effectively implemented. 

With the continuing uncertainty of the working environment, the FGPC and 
the Council began to consider contingency arrangements in the event that 
current expectations were not fulfilled. The RIPA was rightly proud of its 
independence and its preservation as a distinct entity was clearly an important 
factor. Likewise, the synergy between the UK, Information and International 
activities was part of the organization’s strength. If the RIPA was to seek a 
partner which would help to sustain it, that partner would need to be financially 
sound, committed to the same goals and values as the Institute and engaged in 
a complementary set of activities, of sufficient standing for the appellation 
‘Royal’ to be preserved, prepared to protect the full range of the Institute's 
work, willing to ensure continuity of employment for the majority of the RIPA 
staff, and ready to allow a significant degree of autonomy to the successor RIPA 
— both its governing body and management. 

Legal advice was also sought at this time on the responsibilities carried by 
members of the Institute’s Council as Directors of the company. The advice 
received was long and detailed and was duly considered by the FGPC and the 
Council. One of the critical factors in it, which was to guide the Institute's 
decisions over subsequent months, related to the provisions concerning wrongful 
trading. In essence these only apply if a company has gone into insolvent 
liquidation. If a company is presently insolvent, that does not mean that it will 
necessarily go into insolvent liquidation, although it will alert directors to the 
dangers of that happening. The crucial question is whether a company is likely 
to trade out of its difficulties and whether its cash-flow facilities will allow it to 
trade on. In regard to the latter point, the support of the company’s bankers 
may be essential. 


NOVEMBER-DECEMBER 1991: DEEPENING CONCERN 


When the FGPC met in November it was against the background of the adverse 
ruling of the Customs and Excise on VAT, the knowledge that the deficit for 
1990/91 was now £125,872 and that there was a deficit on the first half of the 
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current year (1991/92) of £13,847. Not surprisingly this caused deep concern 
and it was agreed that the Chairman should make a special statement to the 
Annual General Meeting, then scheduled for 28 November, on the steps to be 
taken to secure the finances of the Institute. In the event, negotiations with the 
Institute's bankers over borrowing requirements in the immediate future were 
not completed in time for the accounts to be signed and the AGM was 
re-scheduled for 30 January. The Chairman was, however, able to discuss the 
Institute’s serious financial position with members at an informal meeting on 28 
November. 

The FGPC agreed that staff should be asked to make cuts wherever possible, 
that no permanent appointments should be made without consultation with the 
Chairman, that avenues for support should be explored, and that the leases on 
the Institute’s properties at Regent's Park and Birdcage Walk should be revalued. 
They also agreed that the Institute should seek to secure a take-over of the 
Probis Contract (the residual RIPACS contract) by another organization on terms 
favourable to the RIPA. 

By December, there was considerable concern as to whether the then projected 
surplus of £28,000 for 1991/92 could be achieved. Because of the scale of their 
activities in relation to the Institute as a whole, the performance of the 
International Division was critical. The gap to be bridged at this stage was 
£270,000. Although there was considerable potential work in the pipeline, every 
week that passed without further contracts being agreed reduced the possibility 
of doing so. Given the risk, it was becoming clear that not only might the 
revised budget not be achieved, but the deficit might exceed the value of the 
reserves. The difficulties were compounded by the revaluation figures received 
for the Institute’s leases on its two properties. Because of the slump in the 
property market, that for Regent’s College was considerably reduced and, with 
only five years to run at Birdcage Walk, that lease had been given a nil value. 

The Institute’s Council recognized that it now needed to give serious 
consideration to implementing further stages in the overall contingency plans 
considered at its last meeting. The Director-General had suggested four options, 
ranging from external financial support to keep the Institute wholly independent, 
through limited to more extensive association with another organization, with 
its obvious implications for the RIPA’s autonomy, to the incorporation of the 
international activities only in another body, leaving the RIPA’s future work to 
be based on its current UK and Information Divisions. Effectively the first option 
now looked unlikely to secure the Institute’s position and the focus shifted to 
options two to four. At this time the FGPC also took professional advice about 
receivership and liquidation and the implications of going down this route, 
should this be unavoidable. 

In the circumstances, the prospects for 1992/93 did not look good either. If 
income failed to rise and costs increased between 5 per cent to 10 per cent then 
the deficit was likely to be at least £70,000. Clearly urgent action was needed if 
the Institute was going to survive. Accordingly the Council decided to freeze 
staff salaries from 1 April; agree new salary arrangements from that date; initiate 
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a selective process of redundancies; explore forms of association with other 
organizations; and support those members of staff wishing to prepare a business 
plan for a potential management buy-out of the International Division (a new 
development). It gave the FGPC authority to take any action that it deemed 
necessary to secure the work of the Institute and protect the interests of Council 
Members as Directors of the company. At the same time, renewed efforts were 
made to build on earlier discussions with ODA officials. The Director-General 
wrote to the Permanent Secretary of the ODA stressing the Institute’s vulnerable 
position and its inability to withstand short-term variations in income, and 
putting the case for a compensation/restructuring assistance package. This was 
to prove unsuccessful. 

Acting on the Council’s policy for selective redundancies, the FGPC and the 
Director-General initiated a thorough review of all Institute posts, including 
those in the senior management structure. On 17 December, the FGPC approved 
the deletion of four posts: the Print Room Manager and Print Room Assistant, 
and an Office Assistant and Catering Assistant in the International Division. 
Enquiries were also instituted into the cost of an externally provided corporate 
finance service, which if entered into, would mean the loss of two, possible three 
further posts. 

Efforts to secure a possible partnership arrangement with another organization 
continued and by early January three organizations had expressed an interest 
in exploring the matter further. Meanwhile staff at the International Division 
had initiated discussions with the Institute's Chairman and the Chairman of the 
Board of the International Division over the possibility of re-establishing the 
international activities within the ambit of a separate parallel charity. However, 
the Institute’s legal advisers took the view that this would not be a course of 
action which would find favour with the Charity Commission. 


JANUARY-MARCH 1992: A MAJOR RESTRUCTURING 


As anticipated, the Institute’s cash position had become extremely critical by 
January. The Bank were approached to see if they would be willing to extend 
their overdraft limit of £175,000; they refused, although ready to discuss special 
circumstances in which the Institute might be permitted to go over the limit. 
As a result of this approach, the Bank requested that the RIPA pay for a firm 
of accountants to investigate the Institute's current financial position on its behalf. 
The firm advised the Bank to call for a plan from the RIPA to reorganize and 
rationalize the Institute's trading activities. 

Meanwhile the Institute was continuing its search for a suitable partner. 
However, the prospects of securing one which would embrace the whole of the 
Institute, while allowing it to retain an acceptable level of independence, began 
to recede, and the focus shifted to an arrangement which would involve a 
profitable sale of the International Division. 

With future income prospects looking severely constrained, the FGPC again 
moved to reduce costs and, on 21 January, approved a further six redundancies, 
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all at Birdcage Walk. These included the Director-General and his Personal 
Assistant, the Accountant, two Accounts staff and a Secretary. The timing of 
these redundancies was agreed subsequently, with two staff going at the end 
of February, and the remaining four (including the Director-General and the 
Accountant) at the end of April. The sale of the Probis Contract was still under 
negotiation; there were now two interested parties. Probis was subsequently sold 
to the Hoskyns Group. 

By mid-February, the RIPA had two clear-cut proposals from other organiza- 
tions wishing to acquire the International Division. The value of the proposal 
offered by the Capita Group was significantly higher than that of the other 
party, and was broadly in line with an independent valuation of the business 
undertaken at the Council’s request. After detailed negotiations, the Institute 
finalized an agreement with that company on 6 March. Under this, Capita 
acquired all on-going contracts, intellectual property, loose-plant and goodwill 
associated with the business. The RIPA granted a license to Capita, which 
enabled it to trade under the name RIPA International Ltd for five years 
in the first instance. All International Division staff were offered contracts with 
the new company. 

Whilst the initial discussions had anticipated that Capita would take re- 
sponsibility for the whole of the outstanding business loan negotiated at the 
time the Institute acquired its premises at Regent’s College, it proved impossible 
to satisfy the Bank that their interests were protected in all circumstances under 
this arrangement. In the event the new RIPA was left with £50,000 of that loan 
to pay off over five years. Its future need for working capital would be met by 
the Bank, which renegotiated its overdraft facility to £100,000 for six months 
and £50,000 for a further six months thereafter. 

While the Council recognized that the agreement did not put the RIPA’s 
finances on a totally secure footing, the immediate cash-flow problem was eased 
and there was a belief that the action taken was sufficient to stem the earlier 
tide of financial deterioration and would give the new RIPA a fighting chance 
to establish itself as a viable entity in the worst of economic climates. Separating 
the International Division’s accounts from those of the remainder of the Institute 
was a complex task, however, and the impact of this on the year’s trading would 
be an additional factor to deal with in finalizing the 1991/92 accounts. 


THE NEW RIPA 


I was appointed Director of the new RIPA with effect from 1 May 1992 and 
Roy Walker, who had been seconded from the civil service to the Institute in 
January, was appointed Associate Director. 

The budget presented to the Council in March indicated that the new Institute 
faced an extremely tough task. To secure a break-even position, the Programme 
side (conferences, seminars and training) looked to have to increase its net 
contribution by 67 per cent and Membership by 14 per cent. The new RIPA 
now bore, of course, the full costs of the Information Division, compared to 57 
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per cent previously, although it was hoped that that Division would secure 
some contract income, part of which would come from a service agreement with 
RIPA International Ltd. 

To secure the huge increase in the Programme contribution, the Institute 
needed to generate increased income of 20 per cent from its training activities, 
5 per cent from seminars, £40,000 from its large biennial conference (due to be 
held in Edinburgh in September 1992), and a net contribution of £40,000 from 
five specially sponsored seminars with key corporate members, from which the 
Institute would retain the full profits. In addition a small contribution was hoped 
for from new research and development activities. 

In regard to fixed costs, premises posed a major problem. Savings of at least 
£20,000 were needed. But the current lease had five years to run and there was 
no surrender clause. An assignment in a highly depressed property market was 
most unlikely. A cash-flow analysis undertaken at that time showed that the 
Institute would face a critical period in April and even more so in July and 
August. 

Early in 1992, the Institute had called a meeting of leading public managers 
under its Chairman, Michael Clarke. There had been strong support from those 
present for the Institute to focus on a major theme over the next two years, 
namely closing the gap between the different parts of the public sector in learning 
from the major management changes taking place. The RIPA was seen as ideally 
suited for the role and the meeting suggested the broad lines of approach this 
initiative might take. The Council welcomed this development and invited staff 
to develop a specific programme under the Chairman’s leadership, consulting 
where necessary with the public sector managers who had launched the idea. 

As the Institute approached 1992/93, therefore, the financial objectives looked 
formidable, but new opportunities were opening up and staff were ready to rise 
to the challenge. This tempered optimism was reflected in a letter sent by the 
outgoing Director-General to all members on 16 March explaining the recent 
events and in a press release issued a few days later. 


TACKLING THE TRANSITION 


Staff resources had been pared down to reduce costs. We now had just 11 staff, 
of whom four were part-time. All the accounts staff had gone by the end of 
April. As an interim measure, I asked Roy Walker to take overall responsibility 
for finance, working in close consultation with the Hon. Treasurer and myself. 
The new RIPA was a much smaller and simpler organization than its predecessor 
and clearly no longer needed the services of a full-time qualified accountant nor 
a sophisticated computer system on which to run its accounts. A full-time 
competent book- keeper was obviously desirable and a simple standard computer 
package, but the poor cash-flow position (see below) had prevented us from 
acquiring either by late May. We had, however, been able to secure the services 
part-time of a former bank official, through the Employment Training 
scheme. 
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The immediate task was to close the 1991/92 accounts so that we knew 
exactly where we stood financially at 1 April. In the absence of qualified staff, 
the Chairman and Treasurer agreed that we should employ the auditors to do 
this. In accepting the assignment the auditors made it clear that the person they 
appointed to do this would regard himself as operating as the Institute’s own 
financial adviser and not as an external auditor. 

Tidying up the Capita deal continued to take a disproportionate amount of 
time. Under the terms of the agreement we were obliged to chase pre-separation 
debtors, while paying creditors which RIPA International defined as a priority 
for the operation of their business. 

The cash position remained extremely tight, however, and a great deal of 
time was being expended on chasing debtors and fending off creditors. Roy 
Walker and I had a constructive meeting with the Bank in which they indicated 
that they regarded the sale of the International Division as having been vital 
to our efforts to avoid insolvency, but naturally wished to exercise close 
supervision of our affairs, not least because declining property values had reduced 
their security. 

A good deal of time was also being taken up in the search for lower-cost 
premises. The Institute now had more space than it needed but sub-letting was 
difficult in the state of the property market and, even if successful, was unlikely 
to yield sufficient savings. Attempts to secure free or very cheap accommodation 
from a ‘grace and favour’ arrangement with sympathetic organizations dragged 
on with little positive results. In any case, these were soon baulked by our 
landlord’s unwillingness to consider a surrender of our existing lease, except in 
regard to a move to Old Queen Street, premises at the rear of 3 Birdcage Walk 
which were adequate but not ideal for the Institute’s activities, and which would 
need some refurbishment to meet the basic catering arrangements and other 
necessary facilities of a training organization. Given our precarious financial 
circumstances, however, we agreed to negotiate hard on such a move in the 
hope of securing sufficiently attractive terms to compensate for the costs of 
moving and the refurbishment required. 

During the transition period, we were actively involved in the preparation 
of an Action Plan which was presented to the FGPC on 26 May, together with 
a revised budget. Despite all the efforts to cut variable costs to the bone, the 
transitional costs which inevitably accompany all exercises in down-sizing, in 
settling future accommodation, professional fees and financing the remaining 
part of the business loan, now pointed towards a deficit on the current year's 
trading of £22,000. This was the position when the RIPA was rocked back on 
its heels by the first of two financial torpedoes. 


THE 1991/92 DEFICIT 


On 22 May our auditors produced first draft accounts for 1991/92; these 
showed a loss for the year of £241,000 and an excess of liabilities over assets of 
£231,000. Within this total the trading loss was of the order of £140,000, mainly 
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on the International Division. The remainder, essentially a book loss, was largely 
accounted for by the requirement to write down the value of the Regent's 
College lease sold to Capita, plus depreciation. A revised cash-flow projection 
undertaken at the same time indicated the urgent need for a cash injection of 
£150,000 to £200,000. Our new temporary book-keeper had meanwhile been 
validating the list of debtors and creditors and the bank balance inherited on 
1 May. This exercise revealed that the debtors, creditors and bank situation 
were less favourable than we had expected. 

It was clear that the downtum in the trading position of the International 
Division had become much more acute than realized in the last weeks of the 
combined RIPA. So, instead of the ‘level playing field’ start, the new RIPA 
began with negative assets of £231,000. It was clearly impossible for it to trade 
out of this loss in one year, particularly since, at the time of the sale of the 
International Division, the Bank had indicated that it would wish to revise the 
current overdraft of £100,000 downwards to £50,000 from 1 September. Ac- 
commodation remained a problem. Negotiations with our landlords to secure 
premises at the rear of 3 Birdcage Walk were proving tough and it was clear 
that we were not going to secure the lower costs we had hoped to achieve 
from such a move. 

One further consequence of the crisis was that staff effort was being 
disproportionately directed away from the development of future programmes. 
Not surprisingly, staff were now expressing serious concern about the deteriora- 
ting position and the threat this posed to their future employment prospects 
with the Institute. 


AN APPEAL FOR SUPPORT 


Given that the civil service was the RIPA’s largest corporate member, we sought 
an immediate meeting with Sir Robin Butler, Head of the Home Civil Service, 
and Sir Peter Kemp. They were sympathetic to the Institute's difficulties, but 
felt that the most that they could do would be to offer a contribution equivalent 
to the government's annual subscription for 1992/93 (which amounted to about 
25 per cent of the sum needed) on condition that other corporate members 
contributed the remainder of the £240,000 required. They did accept our 
suggestion, however, that we approach other government departments direct, 
as well as one or two of the larger executive agencies. In the wake of this 
meeting an appeal was launched immediately to the Institute’s public and private 
sector corporate members; it was agreed to follow this up with an appeal to 
individual members. 

The Bank now expressed great concern over the sharp deterioration in our 
fortunes. Despite the promised, albeit conditional, support from the government 
and the appeal to our other corporate members, they decided to freeze our 
overdraft, previously £100,000 at the existing level — £50,000. They offered to 
review the position in the light of subsequent developments and a further report 
on 23 June. The position was critical. Even if the Bank were to restore the 
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£100,000 limit, there was a severe risk of the Institute running out of cash in 
June. It was certain to do so in July unless the appeal brought cash, and not 
just pledges, early in that month. The Institute had clearly reached yet another 
turning point. The FGPC took the view that the choice lay between immediate 
receivership and trying to raise enough pledges of support from the appeal to 
influence the Bank at our meeting with them on 23 June. The Institute’s Council, 
meeting on 17 June, agreed that every effort should be made to secure a 
successful outcome to the appeal before accepting that the Institute should be 
wound up. It would await the outcome of the meeting with the Bank before 
meeting again. The Council gave the FGPC the power to act on its behalf in the 
interim if that should be necessary. 

On 23 June an Institute team (comprising the Chairman, Director, Associate 
Director and financial adviser from Ernst and Young) met again with bank 
officials. The Institute’s case was clearly put: we needed the Bank to lift the 
overdraft cap and restore the limit to £100,000 if we were to avoid receivership. 
We recognized that our figures for debtors, creditors and cash flow were 
disappointing but the Institute had real assets in the journal, Public Administration, 
and the Information Database. The appeal was bringing in serious pledges. We 
needed help to get through July to see the results of the appeal. Not surprisingly, 
the Bank’s officials were cautious and disinclined to give an answer then and 
there. There was discussion, without commitment, of them possibly ‘drip- 
feeding’ us on a week to week basis until the result of the appeal could be 
properly assessed. They expected to be able to come back to us the following 
day with their decision. 

At an FGPC meeting late that day I was able to report some more positive 
signs of support from Whitehall. There were favourable indications at that stage 
that at least six departments would be making pledges. The response from local 
government was slow and mixed. However, the critical cash position, which at 
that time included uncertainty over the payment of staff salaries for June, was, 
undoubtedly, eroding staff morale. The FGPC were deeply concerned but believed 
that the staff's best interests continued to lie in the continuation of a viable 
Institute. If this proved impossible, every legal effort would be made to assist 
them to receive monies to which they were entitled and to seek other 
employment. 

The FGPC decided to meet again on 30 June to take a longer-term view of 
the Institute's viability than had been possible at their previous meeting and to 
delay the Council meeting for a few days. 


THE BANK’S BODY BLOW 


The promised reply from the Bank did not come, as expected, on 24 June. In 
fact, it was delayed for several anxious days: first, to enable us to talk to their 
accountants, Smith and Williamson, and then for further consultations with their 
head office. When the decision came it was contained in a formal letter, without 
explanation, calling in all the Bank’s debts — not only the overdraft but also the 
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outstanding business loan. The only mitigation was a permission to pay staff 
salaries for June. 

The position was extremely serious. The appeal was now moving more slowly 
than expected among government departments and we were only receiving a 
50 per cent positive response from other public sector bodies. In value terms, 
some 90 per cent of the income pledged at that stage came from central 
government sources, a situation with which Whitehall would clearly not be 
happy if it continued in that vein. Creditors were numerous and pressing; some 
had initiated legal action. Debtors were still significant and worth chasing, but 
the bulk of the Institute’s subscription income had now been secured as a result 
of a determined effort in April and May. 

For several weeks I had been engaged in frequent discussions with Ernst and 
Young’s Corporate Recovery Team, who had been giving professional advice, 
on an informal basis, on the many complicated issues associated with insolvency 
and the steps that the Institute should be taking to ensure that it was not 
engaging in wrongful trading. This advice was being followed rigorously. 

At their meeting on 30 June, the FGPC recognized that insolvency would now 
be hard to avoid. The Bank’s letter contained no offer to negotiate. However, 
although little could be expected from it, it was agreed that the Institute should 
seek further explanations from the Bank and for a little more time to clarify the 
success or otherwise of the appeal. 


LAST DAYS AND AN UNEXPECTED TWIST 


Within days there was a further letter from the Bank. They had restored the 
overdraft facilities. No explanation was given. The reason soon became clear 
when the Chairman spoke to the branch manager. They had restored the facilities 
to avoid legal action threatened by the Capita Group, who regarded the 
overdraft arrangement as part of the deal for the sale to them of the International 
Division. The Bank’s appraisal of the Institute’s financial position remained 
unchanged. In their view it was now in an insolvent position and, even taking 
into account the income prospects of the appeal and the value of the journal, 
they had no faith in the Institute's ability to trade out of its difficulties. They 
were seeking legal advice on Capita’s action before responding further to it. 

The FGPC and all senior staff met on 6 July to consider a final detailed paper 
from myself and Roy Walker setting out the precise financial position at that 
time. Every element was critically examined, but there seemed no way through 
the Institute’s difficulties. Although the appeal had brought in pledges of 
£150,000, these were of course conditional on securing the whole amount of 
£240,000. Only 10 per cent had come so far from outside central government; 
there had been no response from private sector members. In the light of the 
evidence the Committee agreed, very reluctantly, that they had no option but 
to recommend to the Council that the Bank be invited to appoint a receiver 
(the Bank's debts were secured by a debenture conferring a fixed and floating 
charge on the Institute’s assets). 

The Council met on 13 July and took the momentous decision which would 
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put the Institute into receivership. The Bank were notified the following day 
and its nominated receivers, Smith and Williamson, arrived on 15 July. Five staff 
were made redundant on 15 July, myself on 21 July and the remaining staff — 
with the exception of our book- keeper, who was retained on a part-time basis 
for several weeks — over the subsequent few days. A letter signed by the 
Chairman and the Director was sent to all members with the Summer issue of 
the journal. 


RECEIVERSHIP AND LIQUIDATION 


Over the next few months the receivers sought to secure the best possible price 
for the Institute’s assets. The journal was eventually sold to Basil Blackwell, the 
existing publishers, for £200,000, after consideration of several bids, and the 
Library and Information Database to the City and University of Birmingham, 
who had submitted a joint bid under their Public Policy Partnership arrangement, 
for £26,500. The Institute’s archives are also being preserved at Birmingham. 

Towards the end of October, the Chairman and I were advised by the receivers 
that, having discharged their duties — in the main confined to realizing the 
company’s assets and repaying the debts to the Bank — they had approached 
Touche Ross and Co. to administer a voluntary liquidation of the company 
under the Insolvency Act 1986. The Council met finally on 24 November to 
formally appoint Christopher Morris and Roger Powdrill of Touche Ross as 
joint liquidators and instruct them to convene the statutory meetings of members 
and creditors in accordance with the provisions of the Act. This was accom- 
plished by 23 December. The receivers’ fee was £30,000 and the liquidators 
£8,000. 


CONCLUSION 


Can we then pinpoint the reasons for the Institute’s demise? As I hope this 
article conveys, there were several interacting influential factors, which if they 
had occurred singly might have been overcome, but taken together, and in their 
timing, proved insurmountable. They were clearly not all of the same weight 
in their impact on the Institute but that is probably as far as one can go in a 
precise assessment of them. Their relative importance is mainly unquantifiable; 
judgements on them have to be largely subjective. 

A number of questions will inevitably arise in readers’ minds. In these final 
paragraphs let me seek to identify some of these and, drawing on the events 
that I have described, respond. In so doing, may I re-emphasize that what I say 
remains a personal view; others may or may not share it. The order of 
presentation has no significance. 

What were the consequences of external policy changes for the RIPA? And 
here I am thinking particularly of the changing market conditions for the 
International Division in 1991/92. There is no doubt that the ODA’s switch to 
projectization, however desirable for them as a long-term policy objective, did 
have a major impact. On some courses it meant the loss of five or six British 
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aid-funded places — a substantial income loss on a twelve-week course. The ODA 
acknowledged the effects on British international training providers but felt 
unable to help. Some, operating from a more diversified higher education base, 
had more flexibility and cushioning to absorb the impact and re-tune their 
operation. For the RIPA, short of capital and where the international services 
accounted for some 75 per cent of income, that was not possible. Further time 
to adjust was needed but, given its cash-flow position, time was a commodity 
the Institute did not have. Could there have been a more effective mechanism 
for meshing training provision into ODA projects? Again time, and the experience 
which it often allows, might have produced a more effective way of doing this, 
to the benefit of course planning and implementation. 

What of the Gulf War and its aftermath? It is impossible to measure the real 
effects. It occurred during the customary lull period for international training in 
the UK, but the War's aftermath certainly saw a period of political instability 
in certain parts of the world which, for a time, seemed to affect travel patterns. 
And then, of course the deepening world recession depressed the training market 
still further. 

Did the Institute over-extend itself in 1986 when it moved its international 
activities to Regent’s College and expanded its premises at Birdcage Walk? With 
hindsight, perhaps. But there were sound reasons at the time for embarking on 
this risk venture. The International side’s existing premises were proving 
woefully inadequate for a major international training provider and were 
attracting a good deal of critical comment from overseas clients. An early move 
was therefore essential. A lengthy search for new premises suggested that the 
Regent's College building, suitably renovated, would offer the right type of 
accommodation and facilities — not in plentiful supply at that time — that the 
Institute needed. The more modest expansion of premises at Birdcage Walk was 
essential to house the increased programme. The previous three years had seen 
a steady improvement in the Institute’s overall finances, with the reserves 
increased to £540,000. There was no reason to doubt that the International side 
would not continue its steady growth; its subsequent performance in 1986/87 
bucked the trend. 

What of the auditors’ ruling on deferred income and expenditure? That it 
came at the worst possible time, I hope I have made clear. They had every right 
to make it, the method that they suggested made sense, and it did not alter the 
Institute's true cash position. But if it had been picked up earlier, then the Institute 
would not have incurred nearly £74,000 expenditure the following year and, as 
a result the reserves would have been that much stronger to weather the later 
storms. It is ironic that this came about when the Institute's financial systems 
and the data they provided had been substantially improved, a fact acknow- 
ledged by the auditors. 

Was the Institute right to sell the International Division when it did? And 
did it get the best deal? In regard to the former the Institute could no longer 
continue to operate with its existing structure. The cash-flow position had 
become extremely critical and the Bank was unwilling to extend the overdraft 
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limit. Moreover, the Bank had made it clear that its continuing support depended 
on a rationalization of the Institute’s trading activities. A significant rent increase 
was also in prospect on its Regent’s College premises, backdated to October. 
Preservation of the Institute’s independence had narrowed the options to a 
disposal of its international services. In regard to the latter, there were two firm 
contenders, with Capita offering the better terms. An independent valuation of 
the business was in line with their offer. Could the Institute have got more? 
Who knows? I was not a party to the final negotiations to be able to judge. 
What is beyond doubt is that at that stage the Institute needed an arrangement 
urgently that would ease its cash-flow position and give it time to re-group. It 
seemed the best available at the time. 

To what extent was the RIPA a victim of the Bank’s risk aversion policy? 
From the Bank's viewpoint, I am sure that they would argue that so long as 
they were confident the Institute could trade out of its difficulties, they 
maintained their support, and it was only when that confidence went that they 
called in all their debts. From the Institute’s standpoint, however, the Bank’s risk 
reduction policy of freezing the overdraft at around half the formerly agreed 
limit in mid-June made it extremely difficult for the RIPA to operate from then 
onwards. The appeal to members would inevitably take time to bear fruit. All 
offers of support were conditional on the Institute securing the full amount of 
£240,000. There was no cash on the table from any source. By early July, some 
90 per cent of the money offered had been pledged by central government. 
Would more have come, given time, from other parts of the public sector? If 
not, would central government have been happy with that imbalance for their 
pledges to be redeemed? If the Bank had been prepared to give the Institute 
longer, would the appeal have worked? Given that the Institute was such a 
long-standing customer, should the Bank have been willing to maintain its 
support for longer? But then again, the Institute needed a level of support which 
would enable it to operate on a day-to-day basis. Without that it could not 
continue to trade in the expectation of a successful appeal; and Directors could 
not allow it to do so if it had reached an insolvent position. 

Underlying all these issues, however, was the Institute’s fundamental weak- 
ness: an inadequate capital underpinning for an organization so largely de- 
pendent on the success of trading operations, particularly in volatile overseas 
markets. There were times, as past figures reveal, when the hoped for break- 
through onto a more secure financial plateau looked possible; only for setbacks 
in trading to re-occur again and for the reserves to be eroded. In recent years, 
with the exception of membership income (some 6 per cent of the total) and the 
occasional directly funded research project, the Institute was wholly dependent 
on its trading activities. It received no core funding and repeated efforts over 
the years to secure some were unsuccessful. Cutting back to reduce the Institute’s 
financial exposure was never likely to be an attractive proposition; there was 
invariably a belief that the Institute could adjust to changing market conditions 
and secure an advantageous position which would eventually make it secure. It 
worked for 70 years but, as events proved, did not carry a guarantee. 
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THE IDEA BROKERS: THE IMPACT OF THINK 
TANKS ON BRITISH GOVERNMENT 


SIMON JAMES 


Although there are few think tanks in Britain they have been credited with considerable 
influence on government policies since the late 1970s. This article charts their recent 
history, distinguishing between larger, ‘establishment’ bodies like the Policy Studies 
Institute and smaller, more politically partisan bodies such as the Centre for Policy 
Studies; generally the latter have enjoyed greater influence. It identifies the distinctive 
characteristics of these bodies — their ideological orientation, their concentration on élite 
opinion formers, their short to medium-term horizons, their emphasis on originality and 
publicity. Think tanks face tactical dilemmas when pressing their views on Britain's 
comparatively closed system of government, in particular their choice between insider 
and outsider forms of persuasion; the tension between proximity to mirusters and 
intellectual autonomy; and their advantages to politicians as deniable sources that can 
float new ideas, which can be counter-balanced by politicians’ fluctuating appetite for 
radical ideas. As a case study the article examines the relations enjoyed by the Institute 
of Economic Affairs and the Centre for Policy Studies with Mrs Thatcher's government, 
and particularly the evolution of a potent network of influence embracing ministers, 
special advisers and backbenchers. Finally it considers the dangers of an over-emphasis 
on novelty at the expense of feasibility, and the danger of burnout in the smaller think 
tanks — dangers mitigated by the continuous turnover that operates in the world of think 
tanks. 


’ 


The appearance of think tanks in Britain is only a recent phenomenon and 
comparatively small scale. The UK boasts only half a dozen think tanks, most 
of them small and run on a shoestring. This is small beer compared to the United 
States, where Washington alone houses up to a hundred think-tanks, including 
such illustrious names as Brookings, the American Enterprise Institute and the 
Urban Institute. These boast multi- million dollar budgets and long traditions — 
in the case of Brookings, dating back to the 1930s (Smith 1991). 

Why the difference? Firstly, the United States rather than Britain is the 


This article is based partly on contributions by think tank staff to the senes of seminars organized 
in 1991-92 by the London Public Administration Group (formerly a regional group of the RIPA) 
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exception. The proliferation of think tanks in America is unique. Most other 
western democracies have as few as Britain or less, although some admittedly 
give think tank functions to government departments, like the French Commis- 
sariat du Plan, and Japan’s Ministry of International Trade and Industry. 
Secondly, the UK has a permanent civil service with a powerful internal 
policy-making capacity. In contrast the United States’ spoils system is less 
self-sufficient and the frequent turn-over of staff creates a more extensive and 
extrovert policy community. 

Thirdly, the policy-making system of the United Kingdom is largely closed, 
with decisions formulated in private by ministers, officials and occasional 
privileged outsiders. In contrast American policy-making is more open about 
its activities and more receptive to outside ideas. Fourthly, in the US there is 
ample private funding around to support think tanks. Brookings enjoys an 
endowment of $90 million. In the UK this is sadly lacking: an offer from the 
Ford Foundation in the late 1970s to set up a ‘British Brookings’ was sunk by 
the jealousy of the academic establishment which, fearing competition, declared 
that there was not enough talent to go round (Donoughue 1987). 

The tiny handful of think tanks operating in Britain have a very mixed track 
record. The larger and less ideological amongst them have exercised a 
moderate influence on certain specific public policy issues. As to the smaller and 
more ideologically zealous think tanks, most have made no impression worth 
writing about. But one or two have exercised an influence greatly dis- 
proportionate to their size, and played a key role in making Britain in the 1980s 
to a surprising extent a testing ground for the ideas of the radical right. Whether 
that influence will continue remains a matter for speculation. 


DEFINING THINK TANKS 


The academic literature on this subject is underdeveloped, and offers few helpful 
definitions of what a think tank is. Professor Yehezkel Dror (1984) in his 
pioneering work on the subject specifies a minimum staff of 25 and no political 
affiliation. This, however, rules out most of the bodies usually referred to as 
think tanks in Britain, and certainly excludes those most influential over the past 
two decades. The working definition adopted in this article — devised entirely 
to suit parochial circumstances, although it would also apply largely to the 
United States — specifies no minimum size and does not preclude political 
partisanship. Instead, a think tank is defined as an independent organization 
engaged in multi-disciplinary research intended to influence public policy. 
Their multi-disciplinary character is particularly important. Working across 
many different policy fields, with a range of interests and expertise amongst 
their staff, gives think tanks a distinctive perspective on policy issues. It allows 
them a broader outlook, and enables them to set policy ideas in a wider context: 
for example a study by the Policy Studies Institute of the National Health Service 
is likely to discuss the issues in the wider framework of general social policy 
and public finance. Lack of this wider viewpoint is often weakness of academic 
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research, just as our system of government, based as it is on functional 
departments, is dominated by sectoral viewpoints. 

Some large and well-established institutes fall outside this definition because 
each deals only in one policy area. The Royal Institute of International Affairs 
and the International Institute for Strategic Studies each specialize in the — 
admittedly vast — sphere of foreign affairs and defence; the King’s Fund works 
only in the area of health; and the Police Foundation’s name indicates its narrow 
field of concern. 

This restricts the field to only six or seven bodies. Two of these are large 
and well established: the Policy Studies Institute (PSI) and the National Institute 
for Economic and Social Research. The others, most of which have only appeared 
in the last fifteen years, each have only a handful of staff and are more overtly 
partisan. Best known of these are three free-market bodies — the Institute of 
Economic Affairs (IEA), the Centre for Policy Studies (CPS) and the Adam 
Smith Institute — and the Labour-linked Institute for Public Policy Research 
(IPPR). 

Within this definition, three particular characteristics of think tanks merit 


special note. 


1. They are intellectually independent from government but their output is geared to 
government needs. 


Independence of thought is the sine qua non of think tanks: if they say nothing 
different or new, nobody need listen to them. But although they will on occasion 
explore unusual or neglected fields, the bulk of their output must be tailored to 
the framework of policymakers’ current concerns, and fit into government's 
timetable for taking decisions. For two decades the Institute for Economic Affairs 
preached the free market gospel in the wilderness, but politicians simply were 
not interested. 

Useful here is the observation of William Plowden on Whitehall’s best known 
attempt at an in-house think-tank, the Central Policy Review Staff (abolished in 
1983). He identified two factors critical in determining whether anyone took 
notice of the CPRS’s advice. One was relevance: ministers and officials want 
advice of immediate and practical use. The second was ‘peculiarity’, contributing 
a different perspective and distinctive contribution that was not on offer from 
conventional advisers (Plowden 1972). 

At a more mundane level, think-tanks have to make sure that they feed in 
their advice at the right time to the right people. There is no point in submitting 
views to a review of social security only days before ministers announce their 
decisions, nor in arguing their case to the wrong officials. This targetting of 
advice requires the same skills as government lobbyists: knowing who matters 
in which department, what timetable governs the taking of decisions, and which 
issues preoccupy the policymakers. 


2. They undertake public interest and strategic research. 
Public interest research can be defined as investigation of issues which have 
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reached the point of turning from an intellectual conviction — the free market 
— or a problem of intrinsic importance — the environment — into political issues. 
This transition may occur because circumstances make the issue a live one in 
the public mind, or because politicians suddenly evince an interest in it. In either 
case alert think tanks can seize their moment to sell their idea to politicians — 
as the Institute of Economic Affairs did to Mrs Thatcher when she became 
Conservative leader — or to spot an up and coming issue and take it to politicians, 
as the Institute for Public Policy Research has presciently sought to do with the 
question of new working patterns. The latter's director, James Cornford, describes 
think tanks as ‘the performing fleas of the body politic, constantly seeking that 
critical moment when a small sting may goad the beast in the right direction’ 
(Cornford 1990). 

‘Strategic research’ is a useful term borrowed by the Director of the Policy 
Studies Institute from the Dainton report on the Economic and Social Research 
Council (Daniel 1989). Strategic research occupies a middle position between 
basic research, which is often academic and detached from everyday practice, 
and applied research, which tends to limit itself to the analysis of issues and 
interpretation of results tightly specified by its (usually commercial) sponsor. 
Strategic research combines the practical concerns of the latter with the reflective 
approach and broader outlook of the former. 

A consequence is that think tanks often act as intermediaries between the 
academic world and decision-makers. British academics tend to be rather other 
worldly about publicizing their findings and, in particular, about bringing them 
to the attention of decision-makers. There is little tradition of marketing research 
in this way, and many academics do not know how to go about it. Whitehall 
often knows little of the research being carried out in university circles. As a 
result, a lot of useful knowledge remains politically inert. Think tanks can, at a 
useful moment, connect the output of academia to the needs of government, 


which benefits all three and involves the think tank in minimal effort. 
3. Most are politically partisan. 


Partisanship is common, but manifests itself in varying degrees. Some think 
tanks are tied quite closely to a political party: for instance the Centre for Policy 
Studies, and the Adam Smith Institute to the Conservatives; and the Institute 
for Public Policy Research to Labour. 

Others are more independent, despite a strong ideological orientation. So the 
Institute of Economic Affairs, although closest to the Conservative Party, will 
preach the free market to anyone who will listen, and attracts contributors from 
all parties to its seminars and journals. Similarly the Policy Studies Institute 
professes a strong attachment to the principle of social justice, for which it seeks 
an audience across the political spectrum. 


THE BRITISH LANDSCAPE 


The British think tanks listed above fall into two categories, which could be 
described as establishment and anti-establishment. The former are larger and of 
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longer standing: the Policy Studies Institute and the National Institute for 
Economic and Social Research, each with a sizeable staff and budget — in the 
former's case, £2.3 million. Generally their approach to research is academic and 
thorough, and they depend heavily on external research contracts. 

In the 1970s, however, as the assumptions underpinning the post-war 
consensus crumbled, there arose a new breed of smaller, more partisan think 
tanks. This was not peculiar to Britain: in the United States hostility to the 
‘liberal establishment’ and its related think tanks — Brookings, the Rand 
Corporation — led to the establishment of right wing competitors like the 
Heritage Foundation and Cato (Smith 1990). 

In Britain, the new bodies were less academic and more politically committed. 
They were modest in size, with usually half a dozen staff in a small Westminster 
office and a tiny budget — averaging £300--400,000 at current levels. Their most 
valuable resources were a governing council of prestigious names and an 
extensive network of outside advisers and volunteers. 

First in the field were right-wing, free market bodies. The pioneer was the 
Institute of Economic Affairs (IEA), created in 1957 to press the then unfash- 
ionable case for the free market. For two decades it ploughed a lonely intellectual 
furrow until Sir Keith Joseph lit on it as the vehicle for his own conversion, 
attended its lunches, pored over its pamphlets — and brought Mrs Thatcher with 
him (Todd 1991). 

This institute, however, was and remains a purist body, reluctant to alloy its 
ideology with the demands of politics. One of its leading lights, Arthur Seldon, 
criticized other think tanks for ‘discrediting the principles of market competition 
under capitalism, by subjection to the often short-term expediencies of the 
“politically possible” * (Seldon 1990). 

Joseph and Mrs Thatcher founded a more pragmatic, sharp-edged body: the 
Centre for Policy Studies (CPS). This provided a base from which the new 
Conservative leadership could challenge the consensual mentality still dominant 
in the party. It increasingly supplanted the ‘wet’ Conservative Research 
Department and became spiritual home to many who, like Sir Geoffrey Howe, 
were to be pivotal figures in Mrs Thatcher's governments. Its Director Alfred 
Sherman caught Mrs Thatcher's ear and wrote many of the speeches in the 
1970s in which she and Joseph floated ideas of the radical right. Significantly 
the Centre for Policy Studies, not the Conservative Research Department, 
produced the key ‘Stepping Stones’ policy documents for the Shadow Cabinet, 
focusing particularly on industrial relations reform, and their author John 
Hoskyns became head of the Prime Minister's Policy Unit in 1979 (Burgess and 
Alderman 1990; Todd 1991). 

Other think tanks sprang up in the footsteps of the CPs, but were usually 
less successful. The Adam Smith Institute has its roots in St Andrews University 
which was home to its founding academics and with whose political alumni it 
has close links. Its brash free market propaganda in the 1980s was tireless and 
it had its moments of success — it could claim particular influence on the 
introduction of a free market in the NHS — but overall it was of much less 
consequence than it claimed. 
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The IEA spawned several units that became fully independent, but of these 
only the Social Affairs Unit achieved anything approaching a public profile, and 
none chalked up much practical achievement. The David Hume Institute is a 
rare example of a non-London think tank, but the output from the modest rooms 
it rents from Edinburgh University is, if anything, even more philosophical and 
less wordly than that of the Institute of Economic Affairs; its advocacy of the 
abolition of monopoly currencies and the replacement of legislation by common 
law have (to date, at least) been ignored by politicians. An exception was its 
work on broadcasting reform which led to the appointment of the author, Alan 
Peacock, as chairman of a government enquiry on the subject. 

Of all these groups, the Institute of Economic Affairs and the Centre for 
Policy Studies undoubtedly cut the most ice. They provided the ideas which 
gave intellectual shape to the instincts and energy of Thatcherism. In opposition 
they gradually won over leading Conservatives: their fingerprints were all over 
the 1979 Tory manifesto. Over the long span of Mrs Thatcher’s government 
they had a significant role in setting the policy agenda. In the early 1980s their 
pamphlets and seminars argued the case for a national curriculum, privatiza- 
tion and broadcasting reform: by the middle of the decade those arguments 
were won and their publications focused instead on the details of imple- 
mentation. The compulsory tendering out of local authority services, which 
they had long advocated, was introduced by degrees. A shrewdly timed six 
page paper from the CPS lit the fuse that eventually led to portable pensions. 
Nationalized industries became an endangered species (for example, Trend 
1988). 

Their great value to Conservative leaders was that they offered an injection 
of radical energy at moments when the government seemed to flag. At certain 
moments, particularly after the general elections of 1983 and 1987, Mrs 
Thatcher’s Cabinet was widely criticized for seeming to falter. The problem of 
a long spell in office is that a party cannot recharge its ideological batteries, as 
it can do in opposition. The think tanks provided that kind of ‘in-flight renewal’, 
especially through the drive for privatization which started in earnest in the 
middle of the decade. 

In the late 1980s, just as in the United States the Democrats were counter- 
attacking by setting up their own partisan institutes, so the British left belatedly 
got into the think tank business. The Fabian Society had notably failed to provide 
the intellectual redefinition that the left needed. In the mid-1980s a cross-party 
group of sponsors set up the Employment Institute to study the labour market, 
but its work has been more worthy than influential. 

A more substantial effort came at the end of the decade when a group of 
left wing intellectuals launched the Institute for Public Policy Research, financed 
by private donors, trusts and some trade unions. Deliberately modelled on its 
free market predecessors, it had half a dozen staff and drew on a network of 
several hundred voluntary advisers. With one eye on Labour's policy review 
and another on the broadening European dimension, it opened the 1990s with 
a flurry of papers on everything from the environment to road pricing, but with 
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particular emphasis on Europe, education and employment. Like the Centre for 
Policy Studies, it gained credibility by the public assumption (only sometimes 
true) that it had close links to Labour's front bench. This was reinforced in 1992, 
when it became the home of the Commission for Social Justice, set up by the 
Labour Party, amid much publicity, as a modern counterpart to the Beveridge 
inquiry. 

The Social Market Foundation originated as a philosophical offshoot of 
the Social Democratic party (SDP). It had little funding and no staff; and 
while it generated some lively pamphlets on the implications of the social market 
on such areas as telecommunications, the health service and the labour market, 
the SDP’s demise left the organization rather in limbo. But in the after- 
math of the 1992 election, some of its leading lights reappeared as Conserva- 
tive supporters, recruited David Willetts (formerly of the Centre for Policy 
Studies) to their ranks, and started firing off Papers on economic policy and 
regulation. 


THE OPERATIONS OF THINK TANKS 


As influences on policy-making, think tanks lie at the mid-point of a spectrum 
of organizations, either created specifically to offer advice to Whitehall, or 
otherwise exercising some significant sway. These bodies vary from those 
established within government departments to those totally detached from 
Whitehall, and include the following: 


(a) Planning and research units within goverment departments, staffed by civil 
servants but with a nominal degree of independence. These are the survivors 
of the 1960s Fulton reforms, but in some departments — for example the Home 
Office and the Foreign and Commonwealth Office — they retain a significant 
role. 


(b) In-house independent thinking groups, often staffed mainly by outside 
appointees, such as the now definct Central Policy Review Staff, the Prime 
Minister's policy unit, and ministers’ special advisers. 

(c) ‘Semi-detached’ civil service bodies which feed in a separate professional 


opinion, such as HM Inspectorates of Constabulary, Prisons, Pollution, and Social 
Services. 

(d) Advisory bodies set up by government but acting and advising in- 
dependently, and usually publicly. Some are permanent, for example the Social 
Security Advisory Committee, while others are transient, such as that recently 
resurrected species the royal commission. 


(e) Think tanks as described in this article. 


(f) Public professional institutes with a research capacity: for instance the Royal 
Institute of International Affairs, the Institute of Strategic Studies and the 
Chartered Institute of Public Finance and Accountancy. 
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(g) Pressure groups with a research capacity, such as the Child Poverty Action 
Group, NACRO, and — of a very different type — the Institute of Directors. 


(h) Academics. 
Within this spectrum, what are the distinctive characteristics of think tanks? 
1. They are élite centred. 


The former director of the Centre for Policy Studies, David Willetts, was candid 
about this: ‘Our audience is Westminster, Whitehall, Fleet Street. We don’t seek 
a mass audience, we zero in on the opinion formers’ (Bohse 1989). Primarily 
think tanks focus on politicians, who in recent decades have shown themselves 
more alert to the need for better policy making when in opposition, and have 
demonstrated greater receptiveness to outside ideas when in government. They 
also focus their efforts on journalists who influence the formation of political 
opinion. They find it less easy to influence civil servants, given the closed nature 
of the British system. 

On occasion right wing think tanks have sought to interpose themselves in 
the normal policy-making process between ministers and civil servants to gain 
influence over the early development of new policies. Think tanks cannot for 
long dominate the shaping of a policy initiative because it soon develops an 
administrative dimension they cannot tackle. Yet on some significant issues — 
notably the community charge — outsiders got in on the act for long enough 
to leave an indelible imprint on the new policy. 


2. They strive for originality. 


Think-tanks make a point of challenging long-held assumptions. Sometimes they 
bring an ideological outlook to bear on an area of consensus, as witness the 
entire free-market revolution. Sometimes they shed light on a neglected issue 
surrounded by many myths, such as the PSI study of the nature of unemployment. 
Sometimes they approach a contentious topic from a new direction: the Institute 
for Public Policy Research has organized seminars at which German and 
Scandinavian politicians have imparted to British left wingers their practical 
experience of subjects like pollution control. 


3. Their honzons are a combination of the short to medium term. 


The Centre for Policy Studies exemplifies this well. Its work on privatization is 
a combination of the immediate — like its work on the practical detail of electricity 
privatization — and the medium term, setting its sights on new targets such as 
the post office. Similarly the Institute for Public Policy Research started its 
career with short papers on current issues — road pricing, and the European 
Monetary System — but most of its output aims to anticipate the policy 
agenda of the mid-1990s, with particular concentration on labour markets, 
training and the environment. Labour's defeat at the polls in 1992 caused it to 
start producing more substantial studies in the form of books as well as 
pamphlets, like some American think tanks, but still focused on the medium 


term. 
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Long term projects are rare amongst think-tanks, partly because they are 
difficult to fund, and so are usually confined to the bigger, less political institutes: 
for example the Policy Studies Institute’s major study of credit and debt; its 
survey ‘Britain in 2010’; and long-term work by the National Institute for 
Economic and Social Research on macroeconomic policy and the labour 
force. 


4, They live by publicity. 


The smaller think tanks in particular need constantly to keep their name 
before their limited audience both to establish their credentials and to 
impress their backers. Their reports are launched with maximum eclat ; journalists 
are courted; think tank staff pop up at seminars and appear on television. 
They need constantly to market themselves and their ideas and, to judge 
by the coverage on the inner news pages of the serious press, some are very 
successful. 


5. They need to follow through their studies. 


While think tanks’ main output consists of pamphlets, publishing a study is not 
the end of the exercise. They often follow it up with contributions to debate, 
seminars, press articles and all kinds of propaganda: for example, the Policy 
Studies Institute’s work on social security in the mid-1980s made it an influential 
commentator on the subject. Similarly the Centre for Policy Studies put a great 
deal of effort into following through its work on the Education Reform Act, 
producing a guide for schools on how to opt out of local council control, and 
lobbying hard against what it claimed was the outlawing of traditional teaching 
methods in the national curriculum. 


6. Their choice of issue is determined partly by ideological orientation and partly by 
the preoccupations of the policy-making élite. 


Generally, they target perceived weaknesses in public policy. Most think tanks 
in the 1980s worked on education, training, transport, and the regulation of 
privatized utilities. They also pick up issues that are important but sidelined in 
daily political debate, such as the Institute for Public Policy Research’s work on 
the environment (an issue of diminished concern to politicians after initial interest 
a few years ago), the Adam Smith Institute’s arguments for extending privatiza- 
tion, and the Policy Studies Institute’s seminal study of the nature of unemploy- 
ment. 

If the think tank is linked to an opposition party, as the Centre for Policy 
Studies was in the 1970s, and the Institute for Public Policy Research is now, 
it focuses on weaknesses in opposition policy. So the latter is looking in particular 
at Labour policy on the welfare state, the health service, education and the labour 
market, 


7. Their work is deniable. 


Think tanks can float ideas in which politicians may be interested but which 
they are uncertain about voicing publicly themselves. If public reaction is good, 
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politicians can take up the idea. If not, they can repudiate or ignore it; and even 
then the think tank will have added another option to the foot of the policy 
agenda and can keep lobbying for the idea, slowly softening up public opinion. 
Some of the ideas floated by right wing think-tanks in the early 1980s seemed 
pretty outlandish at the time — whoever thought we would privatize water? — 
just as the location of Labour's new Commission for Social Justice at the Institute 
for Public Policy Research relieves the party leadership of responsibility for the 
ideas it comes up with. In Sherman’s metaphor, think tanks are outriders who, 
if they win the preliminary skirmish of ideas, allow politicians to move onto 
the new ground (Sherman 1984). 

Occasionally, in the case of the more partisan think tanks deniability can be 
more apparent than real: in the 1980s the Centre for Policy Studies and the 
Adam Smith Institute took political soundings on a few of their more con- 
troversial papers before publication. But not always: when a pamphlet appeared 
in the run-up to the 1989 shire council elections calling for county councils to 
be abolished, a bon mot popular amongst senior Conservatives was that if such 
ideas could emanate from a body called the Adam Smith Institute, the law should 
be changed so that people could be sued for libelling the dead. 


PROBLEMS FACED BY THINK TANKS 
The think tanks do not have it all their own way. They face various difficulties. 
1. At the most prosaic level, they are short of funding. 


The Policy Studies Institute has difficulty attracting the substantial core funding 
that a large think tank needs: 95 per cent of its income takes the form of grants 
and contracts for specific work. This implies a demand-led policy agenda. Smaller 
think tanks have shoestring funding. Those on the right wing rely on business, 
and consequently were badly hit by the recession of the early 1990s. The 
Institute for Public Policy Research draws funding from a mix of trade unions, 
business and trusts. Conferences and publications provide at best a modest 
income, 


2. They have to choose between ‘inside’ and ‘outside’ means of influence. 


The outside approach aims to influence the external intellectual climate including 
academics, press and political commentators, and so shape the range of opinions 
pressing on ministers. This requires a long-term approach, more typical of the 
larger, more academic Policy Studies Institute and National Institute for Econo- 
mic and Social Research, and of the more theologically minded Institute of 
Economic Affairs. 

In contrast the inside approach aims to influence policy by direct lobbying 
through a network of official and political contacts and exploiting the more 
transient forms of media such as the press and television. This requires more of 
the techniques of political lobbying and is used more by the more partisan and 
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improvisatory think tanks like the Centre for Policy Studies, the Adam Smith 
Institute and the Institute for Public Policy Research. 


3. Relations with the government of the day. 


A particular advantage of the multi-disciplinary character of think tanks is that 
working in many spheres avoids the problem of developing a relationship with 
only one or two government departments. Too close a link with the department 
in whose field you operate can restrain original thought and restrict the potential 
audience for your ideas. Over the years the relationship between the Royal 
Institute of International Relations and the Foreign Office has become rather 
institutionalized. Conversely finding yourself working opposite a department 
unreceptive to new ideas can be most frustrating. The Director of the Institute 
for Fiscal Studies has recorded that he found the DHSS much easier to work with 
than the Inland Revenue (Kay 1989). 

Even so, relations are difficult on a number of counts. Firstly, there is the 
problem of discovering the government’s policy agenda and securing an 
audience within Whitehall. Any outside lobbyist in this country has trouble 
finding out which issues concern the main protagonists within a department and 
what the best moment is for an intervention, and faces the problem of how to 
get the message across. 

The Thatcher government provides a case study of how think tanks can 
overcome this. Despite the links forged in opposition, the free market think 
tanks initially encountered problems when the Conservatives took office. As in 
the early months of any new government, theory had to be harnessed to reality, 
and civil servants were now the politicians’ main advisers. The Institute of 
Economic Affairs and the Centre for Policy Studies failed to adapt their tactics, 
still concentrating on public crusading rather than targetting advice on ministers. 
This changed after the 1983 election; widespread public criticism of the 
government for appearing to lose direction created new opportunities. After the 
departure of Sherman from the Centre for Policy Studies, its tactics changed to 
working through, rather than against, the Whitehall system (Burgess and 
Alderman 1990). The steady rightwards shift of the Cabinet and an influx into 
Parliament of radical backbenchers provided a ready audience. 

A highly significant factor was the network of contacts that developed 
between the No 10 Policy Unit, special advisers to ministers, and backbench 
groups. All four heads of Mrs Thatcher's Policy Unit were former contributors 
to the Centre for Policy Studies, as were Mrs Thatcher's chief of staff, David 
Wolfson, and her famed economic advisor, Sir Alan Walters. The Policy Unit 
had its own web of contacts with departmental ministers’ special advisers, some 
of whom, like Michael Portillo and David Young, went on to enter Parliament 
and become ministers. 

The Institute of Economic Affairs helped to set up the ‘No Turning Back’ 
group of backbenchers, which in the mid-1980s generated a series of free market 
pamphlets echoing think tank prescriptions. ‘No Turning Back’ developed 
separate links with the Adam Smith Institute, and in time the group's members 
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found places in the government, including Peter Lilley and John Redwood. 
Through these interwoven contacts the think tanks found out what was 
happening, and who was thinking what; into these channels they fed their ideas 
and papers, and exercised a marked influence on fields as varied as privatization, 
the health service review and the reform of social security. 

Since the late 1980s, this loose but potent network has linked the free market 
think tanks to sympathizers in Parliament, in the Cabinet, and in advisory posts 
in Whitehall. Some members of the network went full circle: David Willetts left 
Mrs Thatcher's Policy Unit to become Director of the Centre for Policy Studies, 
later was elected a Conservative MP, and became a leading light of the Social 
Market Foundation. The significance of this network is a much neglected feature 
of recent government. 

A second difficulty of think tanks’ relations with the government is that 
politicians’ appetite for radical advice varies over time. Initially after the 1979 
election, Mrs Thatcher and her colleagues were preoccupied with the economy 
and showed little taste for the kind of radicalism the think tanks preached. In 
contrast, the Centre for Policy Studies and the Adam Smith Institute contributed 
to the reinvigoration of the government in mid-decade. But the mood swung 
against radicalism again by the early 1990s and the think tanks’ influence waned. 

A third difficulty is that think tanks are essentially anti-establishment ginger 
groups. If accepted as serious players by ministers and civil servants they risk 
being drawn too closely into policy-making, losing their independent standing. 
They may find their policy agenda set too much by the preoccupations and 
assumptions of ministers. The Centre for Policy Studies, although closest of all 
the think tanks to Mrs Thatcher, was at pains to avoid this by always pressing 
for new and more radical initiatives. 

Fourthly, there is the danger of mislocation. Some think tanks develop a close 
relationship with their target politicians. When political circumstances dislocate 
that link, the think tank can be left at something of a loss. The toppling of Mrs 
Thatcher left the right wing think tanks uncertain whether to take a purist free 
market line, or to seek to attune themselves to the new premier’s outlook. The 
Institute of Economic Affairs underwent a prolonged spell of infighting over 
Europe, and eventually split. 

The Centre for Policy Studies, similarly riven, took an untypical vow of silence 
on Europe, and compromised by making Mr Major its patron but recruiting 
Lord Griffiths, former head of Mrs Thatcher's Downing Street Policy Unit, as 
its chairman. It partly resolved its dilemma by focusing its attention on education, 
a subject in which the Prime Minister publicly professed a great interest. The 
centre published pamphlets calling for changes to the GCSE and teacher training. 
Changes along similar lines were announced by the government not long 
afterwards. Griffiths was appointed Chairman of the School Examinations and 
Assessment Council, and by late 1992 a number of other people with links to 
right wing think tanks had been appointed to that body and to the National 
Curriculum Council. Such appointments fell well short of delivering government 
policy into: the think tanks’ hands — indeed some of these appointees soon 
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resigned proclaiming their disd isreement with government policy — but by 
mid- 1992 the former head of \he education inspectorate publicly observed 
. the influence of right-wing thik tanks on the Government's thinking appears 
stronger under John Major than it was under Mrs Thatcher’ (Bolton 1992). 
The Citizen's Charter also gave th} think tanks a new opportunity to bombard 
the Downing Street Policy Unit with ideas. The President of the Adam Smith 
Institute gained a place on the steering group that guided its development and 
the minister in charge of the charter, William Waldegrave, took up his argument 
that in securing good public services, producer-responsiveness was more 
important than elective control. Even so, it remained an open question to what 
extent the think tanks’ work was welcomed by the Conservative leadership, and 
to what extent they were seen as a force to be appeased. 


CRITICISMS OF THINK TANKS 


Various criticisms can be raised. Firstly, think tanks can become over-reliant on 
publicity. The smallest and most partisan of them live by the news media. This 
has its perils: being heard can become an end in itself. The Centre for Policy 
Studies will join the debate on any subject — as it has done for instance on 
homelessness — without necessarily doing any research beforehand. Preoccupa- 
tion with headlines can affect the organization’s sense of priorities: the important 
can be subordinated to the newsworthy. Such activity can also absorb much 
staff time and energy, sometimes for a questionable return. 

Secondly, there is the issue of ‘evidentiality’. Think tanks have the advantage 
of intellectual light-footedness: they need not embroil themselves in the depth 
of research expected of academics. But this can be taken too far: they may say 
many interesting and innovative things but do not always produce evidence to 
back up their assertions. This has been a particular vice of the right wing think 
tanks: the Adam Smith Institute in particular seems to find the recital of the free 
market prayerwheel a sufficient substitute for reasoned argument; and the work 
of the Centre for Policy Studies on education has on occasion been longer on 
assertion than evidence. 

And thirdly, as a consequence of the previous two points, novelty may 
become an end in itself. Think tanks may seek radicalism and innovation at the 
expense of feasibility. The most notorious example of this was the community 
charge, whose paternity was proudly claimed by the Adam Smith Institute, while 
other likely parents prudently kept their heads down. And it should not be 
forgotten that many of the ideas imported across the Atlantic by think tanks 
had never been tried out in their country of origin (Marmor and Plowden 1991). 

A fourth issue is how to guarantee a high quality of output. The governing 
councils of think tanks rarely exercise much control over publications. In theory, 
the reception of think tanks’ ideas is the measure of their quality. In practice, 
the policy futures market is more chancy: good ideas can lie neglected while 
bad ones are taken up. Yet irresponsibility, in its most literal sense, can be a 
guarantee of integrity and quality. Think tanks are marked out from party 
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research units and Whitehall departments because they can speak their minds 
freely, without pulling their punches in deference to their political masters. 

Finally, there is the risk of burnout: think tanks are as good as their staff and 
advisers. With few permanent employees, they are especially vulnerable to 
fluctuations in quality caused by staff turnover or to a member of staff's 
preoccupation with King Charles’ head. 

This last danger is mitigated by the continuous turnover that operates in the 
universe of think tanks, The Policy Studies Institute was created when the Centre 
for Studies in Social Policies merged with Political and Economic Planning. The 
defunct Outer Circle Policy Unit is a collateral ancestor of the Institute for Public 
Policy Research. The Centre for Policy Studies has passed through at least three 
separate phases. The Institute for Economic Affairs has spawned separate units 
on health and education; and faction-fighting within the institute has led to the 
establishment of the rival European Policy Forum. The Social Market Foundation 
emerged, sank, then broke surface again at a different point in the spectrum and, 
intriguingly, now shares a building with the European Policy Forum. The likely 
future pattern is of a constellation of bodies waxing, waning, merging and 
splitting — a healthy atmosphere that stops think tanks from getting too 
comfortable. 


CONCLUSIONS 


The impact of think tanks on Britain’s policy-making system has been marginal 
rather than structural. Just as it is no longer possible to dismiss think tanks as 
irrelevant cranks, so it is unrealistic to claim (as some free market zealots have 
done) that policy making has been snatched from the hands of Whitehall. Yet 
while one can point to successful and unsuccessful bodies, it is difficult to draw 
any general conclusion about think tanks as a class. Much of this is due to the 
uncertain, makeshift nature of their livelihood. They are irregular, freebooting 
outfits. Their interventions are limited and sporadic. 

What the 1980s did prove was their potential: successful think tanks have 
the ability to exercise considerable leverage from a small base. What makes a 
think tank successful? It must be in tune with ministerial thinking, offer practical 
solutions, and have a direct line to the heart of government. But these are only 
the minimum preconditions of success. The rest depends on circumstance and 
luck: the quality of the think tank’s political access; whether political circum- 
stances favour a more radical option; whether the minister in question cares to 
listen to outsiders; and whether the think tank can get its message across at the 
right time in the right way. Even for Whitehall insiders, policy making is an 
uncertain business: outsiders, like think tanks, who feed ideas into a closed 
system must expect a high failure rate. 

The potential of think tanks has been proven, but was it all a nine-year 
wonder? It is plausible to argue that the influence of a few free-market groups 
was merely a transient by-product of Mrs Thatcher's style of government. She 
and her close circle of ideological confidants saw themselves as the prize crew 
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of a hostile vessel, and they looked to new navigators to help them chart a 
different course. The Major regime and subsequent governments, so the 
argument runs, will be more at ease with the traditional mechanism of 
government, and external advisers will be redundant. 

Certainly, the Thatcher era offered uniquely favourable opportunities which 
are unlikely to be repeated in the near future. But this does not mean that think 
tanks can be written off completely. They flourished because they met a demand 
from politicians; today that demand runs at a lower level, but is unlikely to 
vanish. 

In an era of government by manifesto, politicians will keep looking for new 
ideas attuned to their political instincts. This is particularly true when they are 
out of office, as witness the elaborate policy exercise orchestrated by Heath in 
opposition, the Joseph—Thatcher rediscovery of the market, and the Labour 
Party’s prolonged policy reviews of recent years. But party research resources 
are slim, and the spare time efforts of sympathetic experts and volunteers are 
an unreliable fount of would-be government policies. 

Nor are politicians likely to ignore the merits of the think-tanks when they 
move from opposition to government. In recent decades, although ministers 
have paid less attention to the claims of their departments’ client pressure groups, 
paradoxically they have shown a greater desire to look for comment and ideas 
beyond those proffered by their civil servants. In the 1960s, Barbara Castle broke 
new ground when she sought help from economists outside her department; 
today far more ministers are keen to draw on ideas and experience from beyond 
Whitehall. The appointment of special political advisers to ministers is only one, 
unusually institutionalized, symptom of this demand for wider sources of external 
advice. A resourceful think tank that reads political needs shrewdly stands an 
excellent chance of gaining an audience; and once politicians find it useful, they 
will want to keep using it. 

Ina limited, informal way, a mixed economy of policy advice already operates. 
The distinctive contribution of think tanks to British politics has been to broaden 
the repertoire of politicians by offering an extra, unorthodox alternative which 
makes it easier to question the premises of existing policy. Think tanks are a 
useful toolbox in which politicians can rummage; they are unlikely to forgo that 
extra resource. 

Nor was the ‘policy network’ of think tanks and Whitehall insiders necessarily 
a phenomenon limited to Conservative governments. Had Labour won the 1992 
election, the Institute for Public Policy Research would probably have exercised 
an influence similar to, if less potent than, the Centre for Policy Studies. The 
Chair of its governing council, Baroness Blackstone, is a Labour frontbencher, 
and the Institute’s deputy director was pencilled in as head of the No.10 Policy 
Unit. 

Think tanks established themselves as serious players in the 1980s. A sincere 
if backhanded tribute to their influence was delivered by a civil service trade 
union leader in 1991, in response to the Institute of Economic Affairs’ call to 
contract out most public service functions: ‘Ten years ago we might have 
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dismissed such an approach as typical of the semi-demented warblings of the 
economic flat-earthers of the IEA. Unfortunately, what the Adam Smith revival- 
ists say in their speeches and pamphlets today tends to appear in Conservative 
Party manifestos tomorrow’ (Independent 28 December 1991). 

The techniques of think tanks are the patient attrition and sporadic incursions 
of guerilla warfare, rather than the formal pitched battles of conventional policy 
making. But these tactics have allowed them to chalk up significant victories 
over two decades. They can make a distinct impression on a minority of issues. 
Many professional government lobbyists would dearly love to claim the same 
rate of success. 
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DEVON COUNTY COUNCIL: A CASE STUDY 
OF A HUNG COUNCIL 


MICHAEL TEMPLE 





Discussions on coalition politics have tended to see the phenomenon as a feature of 
European national systems offering a contrast to the British tradition of (largely) 
single-party government. However, the 1980s saw the nse of English local governments 
where highly politicized party groups were forced to compromise their political 
programmes in order to attain a s of power; between 1985-89, half of the English 
county councils were hung. This situation has particular significance in Devon, where 
four distinct political groups were negotiating for control. This study analyses the process 
of administrative formation, maintenance and breakdown in Devon, using the insights 
of the actors involved. While policy closeness is a crucial factor ın the formation of 
administrations, the initial distribution of office portfolios plays a cntical role in the later 
demise of the co-operation between the Alliance and Labour. The study also highlights 
the importance of considerations such as past history, personal relations, institutional 
structures, and even geography to the formation and maintenance of political agree- 
ments. Devon's experience of hungness is interpreted using a ‘multi-method' approach, 
with reference to both studies of fine councils and developments in coalition (eorr. 


INTRODUCTION 


In May 1985, to the surprise of all knowledgeable opinion, the Conservatives 
lost overall control of Devon County Council. In the run-up to the election, the 
prevailing opinion had been that ‘there is no doubt whatsoever that they will 
remain in control’ (Western Morning News (WMN), 8 February 1985). Accord- 
ingly, the shock for the long-term rulers was great. For the next four years, 
Devon became a place where, according to some of the participants, ‘debate 
mattered’ and politics became ‘more interesting, and more exciting’, before the 
almost inevitable return of Conservative rule in 1989 restored the ‘total 
predictability’ to decision making that single party majority government usually 
ensures. 

This case study scrutinizes the events of the four years when Devon was 
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hung using the insights of the participants. The leaders of all of the four main 
party groups were interviewed. David Morrish (Liberal), Arnold Sayers (Con- 
servative), Saxon Spence (Labour) and Harold Luscombe (Social Democrats) all 
gave long interviews in which they talked very freely about the problems and 
opportunities afforded by a situation where one party can no longer rule alone 
without regard to the views of other party groups. As well as the political 
leaders of the council, the chief executive for most of the period from 1985-9, 
David Macklin, was also interviewed at length. Part I gives a detailed account 
of the major events from 1985-9, and Part II connects Devon's experience not 
only to literature on hung councils but also to developments in coalition theory. 


PART I: DEVON 1985-89 


The years before hungness 

For most of the period since its formation in 1889, Devon County Council has 
known little of party conflict. Apart from a brief spell after the Second World 
War when the Labour Party held eight seats, the apparatus of modern party 
politics in the form of whipping and standing orders was unknown. Members 
were usually unopposed, and could continue in post, if they so wished, for life. 
However, the increased politicization nationwide following local government 
reorganization in 1973 brought party politics into the county council, and 
perhaps revealed the true nature of Devon’s previous ‘independence’ and 
‘non-partisanship’. The Conservatives dominated the first three terms of govern- 
ment (1973-7, 1977-81, 1981-5). After 1973, the possibility (if it ever existed) 
of anyone from outside the ruling caucus influencing a debate became negligible, 
and the Conservative domination of Devon (with 66 of 88 seats before the 
1985 election) appeared inevitable. 

In the year leading up to the 1985 council election, there was no sign that 
the Conservatives would lose control. However, just a few weeks before the 
election, Michael Heseltine announced the Conservative government's plans to 
privatize Devonport Dockyard, which was by far the biggest employer in 
Plymouth. It was made clear that there would inevitably be a significant number 
of jobs lost, and a spate of mass public meetings made the scale of local 
opposition to privatization apparent. 

Despite this, local Conservatives were still buoyant about their chances in 
the county council elections. Conservative leader Arnold Sayers confidently 
dismissed the national polls showing a rise in Liberal/Alliance support, later 
conceding that he had not taken the privatization issue into account as a factor 
in the local election. After all, most local Conservatives, whether in or out of 
office, had attacked the decision, and apparently did not expect to be punished 
by the electorate for a decision they neither made nor agreed with. Accordingly, 
the trauma of losing was considerable, Sayers admitting he had never dreamed 
of losing control (WMN, 4 May 1985). The shock for the opposition parties was 
just as great, as many of the newly elected Liberal and SDP councillors had never 
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expected to be victorious. Harold Luscombe admits that some SDP councillors, 
‘had only agreed to stand on a commitment from me that they wouldn't get 
elected’. 

Prior to the election, the composition of the council had been: Conservatives 
66 seats, Labour 16, Liberals 11, and Independents 5. Following the election the 
standings were: Conservatives 37, Labour 10, Liberals 23, SDP 13, Independents 
2. The Labour leader Saxon Spence sounded more like the ‘traditional Liberal’ 
when she remarked, ‘we clearly hold the balance of power and our objectives 
will be to achieve as much of our programme as possible’, The chairman of 
Torbay Liberals, who remarked ‘a pact with Labour now seems inevitable’ (WMN, 
4 May 1985), was jumping the gun. Although it may have seemed a formality, 
the two parties of the Alliance had still to agree to work together in the new 
council. 


The Liberals and SDP 

Unsurprisingly, given that neither had remotely considered the possibility that 
they would have any influence at all after the election, while they had a 
‘campaigning consensus’ (Morrish), there was no prior agreement between the 
Liberals and the SDP that they would work together in government. Also, as 
David Morrish admits, they ‘had not in any way worked through how [they] 
were going to work together on the county council’ as two small groups of 
councillors, let alone in the situation of vying with the Conservatives as the 
largest ‘group’ on the council. The SDP leader Harold Luscombe ‘didn’t even 
know the names’ of some of his newly elected councillors. 

However, the campaign as ‘The Alliance’ did mean that they had already 
made considerable compromises over two conflicting programmes. As Luscombe 
notes, the process of ‘dovetailing’ the two manifestoes produced ‘no real 
acrimony’. This is unsurprising, as the two leaders thought that it was 
effectively a ‘meaningless exercise’. They were convinced there was no 
possibility of power, and even fundamental disagreements over nuclear issues 
were easily papered over. When they did arrive at County Hall, Exeter, to find 
that students from Exeter College of Art had hung a banner over the entrance 
proclaiming UNDER NEW MANAGEMENT, the first decision the two parties had 
to come to ‘was whether in fact we were actually going to work together’ 
(Morrish). 

The two leaders have a slightly different perspective on the process. Morrish 
says it took very little time for them to come to an agreement, ‘within about 
half an hour or so’, but Luscombe remembers differently. He feels that the 
Liberals seemed to take it for granted that the SDP would fall into line behind 
them, but Luscombe was concerned about the unity of the Liberal group. He 
could deliver his members, and he was determined to make sure that Morrish 
had a similar mandate from his group. Eventually, as both men knew they had 
to, they agreed to work together, with Morrish as leader of the Alliance and 
Luscombe as his deputy. However, given the hostility of some Labour members 
to the SDP, it was not at all certain they could build a majority coalition. Any 
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hope of building a majority relied on a pact with Labour, because the 
Conservatives were effectively excluded from the process. 

All the opposition parties agreed that the Conservatives should not be allowed 
to continue in power. Despite being aware of the feeling against them, the 
Conservatives still made contact with other groups in an attempt to remain in 
control. Labour leader Saxon Spence shows the feelings of all the other groups 
on the council to the thought of the Conservatives remaining in power. 


Whatever the problems of being hung for four years there was no way we 
would have done a deal with the Conservatives, and I had the very interesting 
and entertaining experience of having Ted Pinney [a Senior Conservative 
councillor] and Arnold Sayers in my office to plead with me that it would be 
much better to let them stay ... this was never even considered (Spence). 


David Morrish remembers that it was ‘perfectly apparent that the Conserva- 
tives expected to carry on’ and that there were even ‘vague’ talks about grand 
coalitions. However, Alliance agreement was essential to any Conservative 
minority administration, and as Morrish maintains that ‘I can’t foresee the 
situation that I'd do a deal with the Conservatives for a variety of reasons’, 
such Conservative hopes were futile. It is apparent from talking to the long-term 
opposition leaders that they were determined the Conservatives would have no 
role in running the council. 

Within a day or two of the result, chief executive David Macklin rang an 
‘uncomfortable’ George Creber (a defeated Conservative candidate but still 
technically Chairman of the Council) and suggested that he would have to get 
together with the group leaders and attempt to sort the situation out. A number 
of senior councillors had a meeting in Macklin’s room (‘as soon as the meeting 
began I left them to it’) and within ten minutes the Conservatives had departed, 
leaving Morrish and Spence ‘to sort out how they were going to deal with the 
administration’ (Macklin). 


Building a majority 

The only possibility of a majority lay in a Labour/Alliance coalition of some 
sort. Publicly, Labour were careful to make it clear that they could not enter 
into any formal pact (WMN, 11 May 1985), but privately there was a realization 
that this was too good an opportunity to let pass. Not even the national Labour 
Party’s disapproval of agreements with other parties in hung councils could be 
allowed to interfere with the chance: 


I suddenly became a member of the Association of County Councils [and] I 
went up to a meeting and actually told Neil Kinnock that you’ve got to 
accept that there was no way you could put Tories in... this opportunity 
had to be taken, and they accepted that there had to be a local interpretation 
(Spence). 


The personal relationship between Spence and Morrish (who both worked in 
the School of Education at Exeter University) was important in establishing the 
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first contacts between Labour and the Liberals; geography helped in other ways. 
Morris is quite certain that: 


had Devon County Council met in Plymouth... the chemistry of Plymouth 
would have made it quite impossible, and several people remarked it was one 
of the wonders of the world that people who weren't speaking to each other 
in Plymouth were outwardly prepared to actually work together in Exeter ... - 
Distance enable people to co-exist in a way that perhaps they found far more 
difficult had they been in Plymouth under the constant gaze of Plymothians 
and the Plymouth press (Morrish). 


Morrish’s comments indicate the difficulties of an agreement with the 
Plymouth-based SDP and the Plymouth Labour party members. There were 
voices within the local Labour Party who echoed the feelings of many Labour 
members at Westminster concerning the possibility of doing a deal with the SDP, 
only even more vehemently. Plymouth Devonport was the SDP national leader 
David Owen's seat, and the bitterness felt locally at what was seen as treachery 
by former colleagues was heartfelt. 

The Liberals had already agreed to work with the SDP, and if Labour wanted 
a share of power it therefore had to bury those disagreements. In fact, Labour 
at first refused to talk to the SDP, conducting their consultations with Morrish 
alone, until Luscombe refused to agree to any deal which did not involve him 
taking part in the discussions. Despite the bitterness between the SDP and Labour 
there was proximity in enough policy areas to make agreement relatively easy. 

The Liberals and Labour have always tended to side together in Exeter, and 
the disagreements between the SDP and Labour were felt most in Plymouth. 
The fact that the dealing with the Alliance was orchestrated by the Exeter-based 
Spence, may have helped the deal to go through despite the opposition of 
Plymouth’s Labour councillors. It must also be remembered that the possibility 
of power after years of impotence is a powerful incentive to agree, and as 
Morrish notes, Luscombe, Spence and himself had ‘been around for a bit’. They 
were already aware that this was almost certainly a one-off and that in four 
years they would be out of power again; they had ‘to make an impact’ 
(Luscombe). The pressures for agreement were so great that the issue of 
personality clashes and old sores had to be overlooked. As Saxon Spence points 
out: 


Every four years since 1973 [Labour] have produced a manifesto and I usually 
end up putting it together and you think ‘why am I spending all these hours 
producing this document, it’s pointless!’, and suddenly it mattered and that 
was actually what held us together. All these personalities were in a sense 
not what mattered, what mattered was actually trying to make some progress 
on the things we believed in (Spence). 


One can readily understand the pressures on these three experienced council- 
lors to reach agreement. The years between 1985 and 1989 would probably be 
the only chance they would ever have to influence Devon politics. However, 
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the process of what form the agreement was to take, and in particular the 
allocation of chairs, demonstrates the dangers of minimizing the importance of 
personalities in order to maintain political agreements. The parties had come to 
some surprisingly painless agreements on policy, concentrating on the abolition 
of the grammar schools and eleven-plus, an agreement that was to lead to 
problems not unconnected with the selection of the education chairman. The 
allocation of that office, in particular, was to be a major factor in ending the 
agreement between Labour and the Alliance. 


The distribution of office 

Despite Saxon Spence’s successful appeal to Neil Kinnock that they must be 
allowed to make a deal with the Alliance, Clause Six of Labour's standing orders 
for local groups comes close to forbidding local Labour groups from forming 
local pacts with other party groups. This meant that Spence still had to be 
careful over the way her relationship with the Alliance was portrayed. The deal 
between Labour and Alliance was called by David Stanbury (Luscombe’s SDP 
deputy) the ‘working arrangement’, a deliberately ambiguous title, later de- 
scribed by Stanbury as ‘less than a coalition but more than a vague under- 
standing’ (Western Evening Herald (WEH), 8 April 1986). All parties were aware 
that ‘it had to be loose so that everybody could live with it’ (Morrish), 

For Spence, the ‘working arrangement’ was that ‘we identified common 
policies and therefore we agreed to a working arrangement to achieve those 
policies’. Labour refused to enter into any formal alliance and refused the offer 
of committee chairs, but supported Alliance nominations for the chairs. However, 
the way in which chairs were allocated demonstrates the importance of political 
know-how and perceptions to such deals, and as we shall see, how important 
such deals can be to administrative longevity. Harold Luscombe was determined 
that the SDP would get its fair share of committee chairs and vice-chairs, although 
he admits that ‘many times I had my tongue in my cheek as to the ability of 
some of my members’. However, the decision that was to cause the most 
acrimony did not concern Luscombe’s SDP appointments. 

David Morrish offered Labour the chair of the social services committee, and 
the vice-chair of education. Although Spence had agreed with Labour colleagues 
that ‘it would be a mistake to actually take any office’, she says that if that offer 
had been changed around it would have ‘tempted us enough’ to take the chairs. 
However, Luscombe says ‘if she had forced the issue we would have given her 
the [education] chairmanship’. The decision by Spence not to force the issue and 
to settle for policy concessions was to be a major contributory factor to the 
break-up of the working arrangement. 

When Saxon Spence was told who was getting the chair of the education 
committee she says she ‘nearly had a fit’. A new member, Margaret Rogers, 
was given the chair of the committee responsible for the major part of the 
council’s expenditure. Spence says that Morrish told her he saw Rogers as, ‘the 
only person who can sort out Ted Pinney [which] must be the most amazing 
error that David Morrish has ever made in his whole life, because that’s not the 
way to deal with Ted Pinney’ (Spence). 
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Pinney, later to become leader of the council, is a tough, long- serving 
politician with great experience in education matters, who Spence believes 
‘would have been delighted’ to have given a newcomer some help, a view 
with which Arnold Sayers concurs. Spence still finds Morrish’s decision difficult 
to fathom, noting that in ‘confrontation with Ted Pinney you are on a hiding 
to nothing’. 

Whatever the troubles that this decision would bring, the mood was one of 
optimism among what a leading Tory dubbed the ‘Triple Alliance’ (WMN, 25 
March 1986). Within a few weeks of the 1985 election, Morrish was able to 
announce a one year pact between Labour and the Alliance parties based on ‘a 
number of shared policy objectives’ and with Labour supporting Alliance 
nominations for the committee chairs (WMN, 17 May 1985). 


The working arrangements of the ‘working arrangement’ 

Having reached agreement, the Alliance and Labour had to decide just how the 
council was going to be run. A surprise awaited the victorious leaders of the 
‘working arrangement’. David Morris details his introduction to a hidden side 
of Devon’s politics: 


I only discovered where the power was in Devon after the election ... David 
Macklin came up to me...and said ‘Mr Morrish, I'd like to discuss the date 
on which we are having the chairman’s meeting’, so I said, ‘well, what's that?’. 
‘Well’, he said, ‘the regular monthly meeting [of] all the committee chairs and 
the chief officers ... I have got a draft agenda here’, he said. I looked at it and 
it was set out on the council's agenda paper and it was essentially the agenda 
of what one might normally expect to be coming out of the policy commit- 
tee ... I said ‘well, what it seems to me is what you have got here is the policy 
committee minus the opposition members’. ‘Well, you could say that’ he 
said ... I had no idea that there was this monthly cycle of meetings of the 
chairmen of committees and that in effect it was a cabinet ... and I said ‘I am 
not having one’... because I thought it was a dangerous model of having 
essentially a meeting of the Policy Committee behind closed doors. And it 
seemed to me to give a level of concentration of power at the top which I 
personally as a Liberal would find unhealthy. I had no idea it was meeting 
(Morrish). 


Saxon Spence and Harold Luscombe were also unaware of the existence of 
what was (as Morrish notes) in effect a formal and secret cabinet. Arnold Sayers 
introduced the meetings when he became leader in 1981, and sees good reasons 
for the secrecy of the discussions: 


It was a sort of cabinet at which we discussed matters and tried to thrash 
out our policy and I found it extremely helpful because, inevitably, when you 
are taking decisions you have to discuss the options ... You can raise a whole 
lot of [issues] which if you ventilated them in public, would cause mayhem. 
So from that point of view it was very helpful (Sayers). 
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For the chief executive, ‘this was part of a cabinet government’, and he was 
surprised to discover that senior opposition councillors had not been aware of 
its existence. While Sayers maintains that Macklin was at pains to stress that 
in local government the chief executive had a responsibility to all members, the 
existence of this ‘cabinet’, attended by officers and unknown to three long- 
serving opposition leaders, suggests that these meetings may have remained 
secret because of the clash with the ethos that local government officers have 
a duty to provide information to all members. Officers discussing policy 
initiatives in, for example, education, without the knowledge of opposition 
education committee members does mean that those excluded are severely 
hampered in terms of the policy debates. 

Whatever the rationale for the chairman’s committee, Morrish (with the 
agreement of Spence) was determined that this arrangement would not continue, 
and he also did not want chairman’s briefings from officers just before a meeting, 
which ‘might enable officers, if they wanted to, to bounce initiatives on me in 
a space of time where I couldn’t discuss with anyone else whether these were 
acceptable or not’ (Morrish). He introduced ‘agenda meetings’ where party 
spokespersons and chairpersons from the administration could meet with chief 
officers when the agenda was being put together for a committee meeting. 
Morrish admits ‘there were some committees [where the agenda meetings] didn’t 
work very well’, because of personality clashes. David Macklin feels that the 
real problem was that Morrish’s disapproval of the committee chairmen meeting 
meant ‘that officers really weren't able to be at the meeting at which the issues 
were being discussed’ and were therefore ill-informed about the administration’s 
preferences. 

As well as officers being less able to run things smoothly, the abandonment 
of the ‘cabinet’ meetings may not have brought any improvements in openness. 
David Macklin feels that: 


quite a lot of significant decisions ... would disappear from our view and 
emerge out of whatever discussion took place between the Alliance and 
Labour and I am not conscious that much of that was public open debate. In 
fact, in a sense it was no less closed than it had always been; to [the officers], 
of course, it was more closed (Macklin). 


This does not suggest a more open decision-making process than the previous 
chairman’s committee, and Morrish himself notes that when his party took over, 
‘I suppose the working arrangement was a new kind of member élite’. 

Other changes were made organizationally, with the Alliance (with Labour 
support) cutting the number and the size of committees. For the Alliance, the 
stated reason was to cut bureaucracy, but for the Tories it was because they 
couldn't guarantee attendance (WEH, 24 May 1985). During the summer of 1985 
the business of the county council was relatively uncontentious. However, the 
administration was still working to a Conservative budget. Any divisions would 
not be expected to come to the surface until budgetary negotiations had to be 
undertaken in the New Year. The one year agreement between Labour and the 
Alliance seemed to guarantee a measure of stability. 
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The first year: budget making and consolidation 

The Conservatives were out of power for the first time. Sayers notes that his 
party were ‘shell shocked ... because we weren’t used to being in opposition, 
so it took us several months to get used to that’. For Luscombe, they were a 
‘laughing stock’ who ‘didn’t even know how to move an amendment’. However, 
the dispirited Conservatives were the least of the administration's worries during 
the opening months of the working arrangement. 

The problems of the Liberal’s refusal to have a party whip meant that ‘there 
were quite a number of votes... when some Liberal members didn’t vote the 
agreed line’ (Morrish). In November 1985, the tendency of some Liberals to go 
their own way after hearing Tory counter-arguments (as Harold Luscombe 
incredulously notes, ‘there were some shockers like that!’) put the pact in danger 
of collapsing. Several Alliance members voted with the Conservatives against 
plans, proposed by Labour with Alliance group support, to ‘tighten up grammar 
school entry’; the loss of a motion to ban the eleven-plus led several Labour 
members to question the validity of the working arrangement. Labour members 
publicly argued that unless the Alliance pushed through the abolition of the 
grammar schools the deal would be over, but despite Spence claiming ‘the pact 
is near breaking point’ (WEH, 1 November 1985) the problems were smoothed 
over. 

The first budget was also remarkably easy to agree to, and the discussion 
procedures generally ‘worked well’ (Spence). By the end of January, 1986, the 
working arrangement had agreed a ‘budget for jobs’, with a rate rise of 19.8 
per cent which created 400 new council jobs. Harold Luscombe remembers that 
Labour: 


obviously wanted to put more money in... but at the end... they backed off 
that... We made a number of modifications, and in some senses that was 
very helpful to us because we were having some difficulties with our own 
people and so [David Morrish and I] were able to turn around and [say to 
our members] ‘well, I'm sorry, but you can’t have that because the Labour 
Party are demanding this’ ...so it was a helpful thing in some ways that we 
could sort of play one against the other (Luscombe). 


David Morrish describes the excitement of putting the first budget together: 


‘[It] proved to be quite a cliff-hanger budget, and we had tea-break adjourn- 
ments and all the rest, it was good, exciting ... Boys Own stuff ... [despite 
this] we spent less time putting our budget through than many other 
councils ...1 was quite happy about that first budget exercise’ (Morrish). 


Despite both Morrish’s and Luscombe’s satisfaction with the budget, Labour 
members were discontented with the working arrangement’s achievements and 
upset at both the lack of credit they had been given for what had been achieved 
and the lack of consultation. Luscombe agrees that Spence never achieved the 
recognition she deserved for what happened, noting that the Alliance usually 
took credit for policy initiatives which were really pushed for by Labour. It was 
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not surprising that during March and April 1986 reports appeared regularly in 
the local press of the problems the Alliance and Labour were having in agreeing 
to a continuation of the working arrangement. The Conservatives had also 
‘started to get their act together’ (Luscombe), and Arnold Sayers was offering 
to talk to the Alliance if they dropped their plans to abolish the grammar schools 
and curbed their spending (WMN, 25 March 1986). 

Despite the problems, they agreed to continue the working arrangement, with 
Labour still refusing to take chairs. Accordingly, Morrish and Luscombe had to 
decide whether to keep the chair appointments as they were. For Spence and 
Luscombe, one post in particular was causing problems. Margaret Rogers, 
allegedly put in by Morrish to handle Ted Pinney, was not a popular choice as 
education chairperson. Arnold Sayers notes that: 


Margaret Rogers’ inexperience didn’t help her ... because she wasn’t sure of 
her ground she was all the more dogmatic and I think it made her life very 
difficult. I think on a personal level a number of us found her very difficult 
to cope with and let’s face it... there has to be behind the scenes an 
understanding between opponents and personal relations do count for a great 
deal (Sayers). 


For Spence ‘she got across everybody’, and Luscombe is forthright, feeling 
Margaret Rogers ‘upset everybody, she upset her own people, she upset the 
officers ... it wouldn't have been so bad if, at the end of the day she had 
produced the goods in terms of policy decisions, because she didn’t’. 

Despite this, no changes were made; the same people continued in the same 
posts. Luscombe thinks this was because the Alliance were having enough 
trouble keeping the Labour Party happy without rocking their own boat. 
Disagreements concerning Mrs Rogers would eventually be a major factor in 
depriving the county council of any political leadership, but other factors 
connected with education were more pressing. In particular, the difficulty of 
satisfying Labour demands on the grammar schools issue was soon to lead to 
more problems. 


The end of the working arrangement 

The Liberals relinquished the chairmanship a year ahead of schedule to allow 
the first ever Labour chairman of the council. However, the Alliance ‘wavering’ 
on abolishing grammar schools, with conflicting statements about intentions 
coming from Liberal and SDP spokespersons (Spence WMN, 7 July 1986), was 
decisive. In October, 1986, Labour pulled out of the working arrangement 
because ‘there was no longer the unity of purpose in the Alliance groups to 
justify its continuance’ (Spence WMN, 16 October 1986). 

Morrish believes the stated reasons were merely a pretence, with the major 
factor the forthcoming district elections in Plymouth and Exeter, a belief shared 
by David Macklin: ‘The trouble was that we were coming up to the city 
elections and the Labour Party weren't prepared to work with the Liberals at 
County Hall and fight them in the streets... they couldn’t be seen to be too 
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cosy with the Liberals/spP’ (Macklin). Spence agrees that this was part of the 
reason, but felt that there was by then considerable resentment at the Alliance 
owing its position to Labour. Especially, ‘there was a bitterness [between Labour 
and the SDP] which made a happy working relationship quite difficult’ (Spence). 
However, Morrish thinks the main reason it broke up was that it was going 
too well, and the two major parties could not afford to see the Alliance showing 
they could govern. Therefore, ‘Labour ... were looking for a way out and the 
Conservatives were looking for a way which they could trigger off the mayhem 
and chaos ... which would enable them to ride back next time as the people ... - 
to manage things’ (Morrish). 

David Macklin also feels that, not in any coherent or orchestrated sense, but 
‘in the negative sense’, Conservative and Labour were ‘both united in the desire 
to denigrate the efforts of the Liberal/Social Democrats ... to see these people 
off.’ 

However, the ‘mayhem and chaos’, if that was indeed what the Conservatives 
really wanted, appeared some way off. Morrish and Luscombe decided to carry 
on as an Alliance minority administration without agreement with another party, 
and despite the inevitable uncertainty this could produce during votes the 
arrangement appeared relatively stable. Alliance party policy was close enough 
on many issues to make agreement with Labour relatively easy, and the Alliance 
successfully negotiated a second budget with Labour. However, according to 
David Stanbury, the four months from March to July was a period of ‘phoney 
peace’, while behind the scenes Labour and the Conservatives were forging links 
to topple the Alliance (WMN, 29 July 1987). 


From breakdown to betrayal: a vote of no confidence 
As shown above, the Alliance was able to continue effectively running the 
council even after the end of the ‘working arrangement’, the Alliance and Labour 
successfully agreeing a budget in February, 1987. However, just five months 
later the tensions between Labour and the Alliance ended any hope of future 
co-operation. A successful Conservative vote of no confidence in the Alliance 
minority administration was supported by their former allies, the Labour Party. 
For Saxon Spence, the reasons for Labour's support go back to the appoint- 
ment of the education chair: 


I was rung up at ten to eight one morning by a colleague, who said, ‘have 
you heard what Mrs Rogers is saying on the radio, she is blaming the other 
groups, the officers, everyone but herself for the budget problems she [is] 
having’, because she was in a budget crisis in education, so I rang up ... and 
[got a tape]...I was very affronted because it was a very nasty attack on 
the chief education officer ... it was disgraceful (Spence). 


With the support of Ted Pinney she moved a vote of no confidence in Mrs 
Rogers at the education committee meeting, which was unsuccessful. When the 
education committee’s minutes came to the council, Arnold Sayers moved a vote 
of no confidence in terms Spence says she had no option but to support. 
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Inevitably, there were allegations of a ‘pact’ between Labour and Conservative, 
after what the press noted was an ‘extraordinary alliance’ against the ruling 
Liberal/SDP Alliance (WMN, 31 July 1987). Both Spence and Sayers say this was 
quite untrue: ‘I can assure you there was absolutely no pact. We did hear on 
the grapevine that we might be supported in that vote by the Labour Party, 
but there were no discussions beforehand as I remember it’ (Sayers). 

Spence says not only was there no pact, she did not know there was going 
to be a vote of no confidence in the administration. She assumed it was going 
to be a vote of no confidence in Margaret Rogers, but the Conservative leader 
Sayers: 


made it more general, a vote of no confidence in the administration, but in 
fact he did it in terms which summarized our own growing anxieties about 
social services and education ... how you can show it wasn’t a conspiracy 
was because we were all totally unprepared for what happened (Spence). 


To support her argument that there was no ‘secret alliance’, Spence points out 
that, perhaps surprisingly given the seriousness of any motion of censure, not 
only was there no pre-group meeting of Labour members before the council 
meeting to discuss a vote of no confidence, but also that ‘it wasn’t a unanimous 
vote on our side’. David Macklin also doubts if there was any ‘secret deal’, and 
while Morrish says ‘it never surprises me to see it when the Conservatives and 
the Labour Party get together’, he does not seem to feel that there was any 
prior agreement. Harold Luscombe puts it down to clever politics by the 
Conservatives: 


after the first 12 months, the idea that they were in opposition... all of a 
sudden began to gel, and they started to get their act together. And getting 
their act together, of course, it meant that they could flex their muscles a 
little bit. They knew the relationship with [the Alliance] and the Labour Party 
was not good and therefore they took a chance on a vote of no confidence, 
and Saxon got on its coat tails (Luscombe). 


There was a great deal of criticism about Morrish’s decision to resign, a 
decision he feels was unavoidable: 


Maybe I’ve got an old fashioned view about political conventions but a vote 
of no confidence doesn’t come up very often...I have a clear indication 
what it means, it means you have got no confidence in the people who are 
running it and you want them to step aside for somebody else (Morrish). 


Spence feels that if Morrish had adjourned and taken advice from Harold 
Luscombe things would have been different. Certainly, for Luscombe, it was a 
‘very bad decision ... I would have put two fingers up to them and just carried 
on... it’s no good being upset’. For Luscombe, the resignation decision by 
Morrish was a crucial factor in their continuing relationship, and ‘from that point 
on we started to drift apart’. Despite his obvious admiration for David Morrish, 
Luscombe sees him as not hard enough at such times: 
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you're a politician, while you can have very strict morals in your personal 
life, when it comes to arguing policy ... you've got to use every opportunity 
you can to get the objective you want... If that means you’ve got to be a 
bit naughty from time to time then you've got to be a bit naughty ... politics 
is a hard game (Luscombe). 


However, Morrish felt he had no alternative but to go, and argued that the 
Alliance now regarded Sayers as de facto leader of the council, an honour Sayers 
declined (WMN, 4 August 1987). For Macklin and his officers, the summer months 
were as good a time as any to be leaderless because of the relative lack of 
committee activity. For the remainder of 1987, the council drifted along from 
meeting to meeting with no administration, heading inevitably towards more 
problems when the 1988 budget meeting arrived. 


The collapse of the Alliance 


The six months between the vote of no confidence and the 1988 budget were 
characterized by numerous problems, in some of which (for example, a monetary 
crisis in social services) officer recommendations were followed. Macklin feels 
that ‘uncertainty developed because there were no powerbrokers reacting with 
any confidence’, and Conservative leader Sayers remembers David Macklin 
urging him to take control. Sayers argued that there was no way that they 
would have taken what ‘would only have been a form of nominal control’ 
(Sayers). Throughout this time accusations of pacts between Labour and 
Conservative were made and denied. 

Spence had already insisted that her party would not support the Conserva- 
tives (WEH, 4 August 1987) and had called on the Alliance to join in the running 
of the council (WMN, 9 September 1987). However, national party politics, in 
the shape of the movement towards a merger of the Liberals and SDP, was 
beginning to affect the ability of the Alliance to deliver a coherent response to 
such requests. By the end of 1987, the 34 existing Alliance members, although 
still just together, were effectively three factions, comprising (1) the supporters 
of the merger, which included both Liberals and SDP members, (2) SDP members 
(including Luscombe) opposed to the merger, dubbed ‘Owenites’, and (3) Liberals 
(including Morrish) opposed to merger, dubbed ‘fundamental Liberals’ (WEH, 28 
December 1987). Within a few weeks of 1988 commencing, the seven Owenites 
pulled out of the Alliance citing ‘differences of opinion which could not be 
reconciled’. Morrish, still the leader of the Alliance despite his opposition to a 
merger supported by the majority of his members, remarked, ‘we go our separate 
ways with good friendship’ (WMN, 23 January 1988). The revised party positions 
on the 85-member council were: Conservatives 38, Alliance 27, Labour 10, SDP 
7, Independent 3, with one of those independents shortly to join the Tories. 


Budget ‘betrayal’ 
Luscombe’s decision to go it alone preceded the making of the annual budget 
in January/February 1988. Some of the differences of opinion cited by 
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Luscombe for leaving the Alliance were budgetary and the SDP produced their 
own budget, as did the other three party groups. One by one, all of the four 
budgets were voted down. Luscombe recalls the Labour, Alliance and SDP group 
leaders and their secretaries getting together ‘to see if there was any common 
ground’, but there was not enough to reach agreement. Then Luscombe received 
a ‘complete surprise’: 


Arnold Sayers and Ted Pinney came and said, ‘is there any chance we might 
come and talk to you?’ ...1 was absolutely amazed. I met them, said ‘these 
are our proposals, take them or leave them’... the amazing thing was how 
easy the Tories caved in ... there was no common ground at all (Luscombe). 


Unsurprisingly, the Conservatives remember being rather closer in general terms 
than Luscombe remembers. Arnold Sayers recollects that the council had: 


reached a stalemate ... and my pragmatic approach was that the SDP budget 
was closest to ours and, therefore, we ought to get our heads together .. . and 
I shall never forget, however many, six of us, getting together in a small, not 
particularly smoke-filled room...on our side it was... myself, Graham 
Andrews [who] was spokesperson on the finance committee on our side, and 
there was Harold Luscombe from the SDP and David Stanbury [SDP]... and 
then the treasurer came in with his adding machine, purely to make sure that 
the figures matched . .. I was very conscious of the fact that there were people 
hanging around outside and we had to come to a very quick compromise. [It 
took] inside of an hour [to come to an agreement] (Sayers). ; 


Luscombe recalls that: 


In a very short period of time Arnold Sayers said... ‘if you're prepared to 
do a little bit of manipulating’ ... it was very insignificant amounts, we were 
talking about one hundred, or whatever, two hundred thousand ... we said 
‘okay’. We didn’t cut any money off our budget or increase it... we just 
swapped the headings (Luscombe). 


During an acrimonious budget debate, Harold Luscombe moved the ‘compro- 
mise deal’ as an SDP budget with Conservative support. In fairness to the 
Conservatives, and in response to Luscombe’s memory that nothing was cut off 
his original proposals, the agreed rate increase was 11.27 per cent as against the 
SDP’s original proposal of 11.75 per cent, so the Conservatives may have 
achieved more than Luscombe credits. Even so, Sayers conceded that some Tories 
were unhappy with the deal (WMN, 19 February 1988). 

The SDP’s movement across the political spectrum inevitably brought renewed 
calls of treachery, and Luscombe recalls being called ‘a traitor and a Tory’ by 
other councillors. Luscombe feels that he did try to reach agreement with Labour 
and the remains of the Alliance, but when Saxon Spence’s belief that ‘you can’t 
do anything without me’ gave way to the realization that they could, because 
the Tories ‘would support you if your policies were right’ (Luscombe), his 
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pragmatism triumphed. The bitterness which he feels had resurfaced between the 
SDP and the Labour Party may have hardened Luscombe’s resolve further. 

From that moment, Devon drifted ‘rudderless’, awaiting what was seen as 
the inevitable return of the traditional rulers. The urgings of Luscombe and 
David Owen for the ex-Alliance partners to reach an accord to prevent a ‘Tory 
landslide’ in the forthcoming county council elections, were rejected by Morrish 
as ‘pointless’ given the SDP’s vote with the Conservatives (WEH, 21 November 
1988). Following merger between the Liberals and ‘non-Owenite’ SDP council- 
lors, Morrish and two Liberals resigned from the new party. The ‘Alliance’ was 
over. Inevitably, the lack of political control meant that the final 15 months of 
hungness brought allegations of officer control. 


Aftermath: the officers take over? 
Following the Conservative/SDP budget of February 1988, for the remainder of 
the period of hungness the council lacked political leadership. There were no 
permanent chairs, and some committee meetings were abandoned because no 
one would take the chair. Urgent business was dealt with by council officers 
‘after discussion with group leaders’ (WMN, 31 March 1988), and the following 
year’s budget decisions were officer-led. A senior official was quoted as saying 
‘nobody has the courage to take unpopular decisions’, while another unnamed 
officer remarked that ‘having no leadership means enormous problems. Because 
there is no corporate drive within the parties, they are breaking down into 
purely tribal factions’ (WMN, 4 March 1988). Liberal councillor John Walker 
claimed that in the last 15 months of Devon’s period of hungness power was 
‘handed over to the officers’ (WEH, 21 August 1989). The opinions of the main 
actors regarding that claim are contrary. 

Amold Sayers is in no doubt that Walker’s assertion is true, but feels it is 
understandable: 


I think undoubtedly the officers had to assume more power, because the 
governmental machine had to grind on and things had to be done. Inevitably 
[officers] had to do things that in normal circumstances they would have put 
to the leader of the council or the chairman of the committee (Sayers). 


Harold Luscombe agrees with Sayers, but is more forthright, believing that ‘the 
officers were more or less running the show ... deciding what was going on 
the agendas’ (Luscombe). However, David Morrish disagrees with Sayers and 
Luscombe: 


At the end of the day [decisions were made] by the elected members whatever 
the officers might want to do. What I think was lost was the momentum of 
bringing in new initiatives. I don’t think power shifted to the officers, I just 
think power drained a bit (Morrish). 


Like Morrish, Saxon Spence has ‘a more favourable view than some of my 
colleagues’ about the role of officers in policy making during that time, arguing 
that it is inevitable that good officers will play a major part in decision making. 
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Due to retirement, chief executive David Macklin was not in position for the 
final ten months of hungness. However, he still talks knowledgeably about the 
idea that officers were then controlling the council, and the final authoritative 
word on this must be his: 


well, I wasn’t there, but I think that there is a great myth about the officers 
running the council... in a sense it always happens because we are full- 
time ... and so the officer's job is to provide leadership ... I actually think it 
ought to be like that, that you employ professional people to know about 
things, who put up proposals and perhaps alternative proposals and make a 
decision. If you are in a position where you are not going to get a decision 
at all... you should never just say, ‘the committee must decide’, you should 
say, ‘here are the alternatives and I think you should do this, and the best 
chief officers always do. And in a sense, I think they always should have been 
running the council, but the members make the decision. The fact that 
members are indecisive, means that the officer's advice is more likely to be 
taken, because you have got to make a decision and there is one in front of you 


(Macklin). 


The politicians are in disagreement about the role of officers during 
that period. However, as Saxon Spence notes, it is inevitable that local 
professionals are involved in decision making, and Macklin’s analysis perfectly 
sums up the classical view of the officer-councillor relationship, while taking 
into account the problems that a lack of political control will bring to that 
relationship. 


Four years of ... chaos or consensus? 

Finally, how do the actors concerned look back now on those four years? 
Inevitably, while the parties who had their only taste of power at county level 
during that time are sad those days are gone, the Conservative traditional rules 
exhibit relief that it is all over. Arnold Sayers is unequivocal: ‘I actually hated 
it, because you never knew where you were going and everything was open 
to question of one sort and another... I don’t think it was good govem- 
ment ... [there was] incompetence and extravagance ... [it was] a shambles’ 
(Sayers). However, Sayers’ criticism that ‘everything was open to question’ 
would undoubtedly be seen by David Morrish as a positive rather than a 
negative characteristic of that period. For Morrish, ‘the committees became more 
interesting and more exciting, debate mattered, people listened to it. Everything 
is totally predictable now’ (Morrish). Luscombe also agrees that it was a 
rewarding and exciting time. However, even for those who enjoyed the 
experience, not everything was positive. For Spence, one negative factor was 
that: 


what you don’t get as a minority group is any credit, as you realise when 
you talk to everyone. We were seen as the people who ruined everything 
for the Alliance, or on the Tory side allowed to ruin everything, but we did 
our best ...I certainly wouldn't mind [going back] to being hung (Spence). 
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The final words go to David Morrish, and they give some hint as to what 
an exciting time it must have been for the politicians involved. Morrish 
observes, ‘nobody could give us a textbook as to how to run a balanced 
council; we were writing it ourselves as we went along’. 

The conclusion of the ‘textbook’ came on 4 May 1989, when the Conserva- 
tives, under the new leadership of Ted Pinney (replacing the retiring Arnold 
Sayers), easily won back control of Devon. The newly formed Social and 
Liberal Democrats lost 16 seats, and were left with only 11 councillors. Only 
two SDP councillors, one of them Harold Luscombe, retained their seats. Still 
standing as a Liberal, David Morrish also retained his seat, as did Labour 
leader Saxon Spence. 


PART I: THE LESSONS FOR STUDENTS OF COALITIONS 


During the past decade the British political system, with little tradition of the 
phenomenon at either national or local level, has had to accommodate an 
increasing number of hung local authorities. Although Devon has returned 
to the ‘normality’ of single party control, between a fifth and a quarter 
of all local authorities remain hung. While recent research suggests the 
growth in hung councils is over for the moment (Leach and Stewart 1992, 
p. 2), the continued electoral success of the Liberal Democrats at local level 
suggests the phenomenon is here to stay. Given this, what lessons does Devon 
provide for the student of hung councils and observers of coalition be- 
haviour? 


A multi-method approach 
Hung councils necessitate the formation and maintenance of coalitions, however 
constituted, between political parties. Despite this, studies of hung councils have 
failed to utilize the huge body of research into coalitional behaviour, generally 
concentrating on the changes hungness brings to the ‘normal’ practices of British 
local government. Accounts of coalition politics from other political systems, or 
from other approaches to coalition studies, are rarely considered (but see Laver, 
Rallings and Thrasher 1987). Approaches to local coalitions reflect a problem 
in the wider field of coalition studies, with scholars from the mainstream of 
political science often failing to utilize correlative theoretical developments. To 
some extent, such problems are understandable, as the highly mathematical 
nature of most formal studies presents some difficulties for the mainstream 
political scientist. However, this failure to cross-fertilize extends into the whole 
area of coalition studies, where the search for understanding has been hindered 
by fragmentation within the discipline. What Laver and Schofield describe as an 
‘intellectual tragedy’ (1990, p. 10) is taking place, with students of one direction 
within coalition studies tending to ignore or attack ‘competing’ approaches (see 
Strom 1988, and Browne et al. 1988, for the nadir of unhealthy criticism from 
different approaches). 

The insights of coalition theorists have rarely been seriously considered in 
studies of hung councils. For example, Leach and Stewart assert that ‘formal 
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coalition theory has little to offer’ in interpreting the events they describe in 
their comprehensive study of hung local authorities (1992, p. 211). Similarly (with 
the exception of a short general chapter by Laver), the thrust of Mellors and 
Pijnenburg’s (1989) exhaustive study of coalitions in European local government 
is essentially atheoretical, with contributors concentrating on the areas outlined 
by Pridham’s ‘multi-dimensional framework’ (1986). Rather than seeking uni- 
versal explanations for coalition formation, the multi-dimensional approach sees 
system specific variables as crucial to understanding coalition processes; essenti- 
ally, the differences between systems are seen as more important than the 
similarities inherent in coalitional activity. Such studies are extremely system- 
specific, and attribute coalitional processes to a complex intermingling of many 
forces. It is quite correct to argue that the particular cocktail of social, economic, 
institutional, historical, motivational, and political variables present in a political 
system is crucially important to the coalitional strategies undertaken by political 
actors. However, formal theorists attempting to build general explanations of 
coalition behaviour have great difficulty incorporating such variables into their 
models. Consequently, most studies of hung local government have been 
unhelpful as comparative guides and receive little or no attention from coalition 
theorists. 

So, formal theorists ignore the findings of research not based on a well-defined 
analytical framework, while such work in turn takes little notice of the postulates 
of formal theory. Such strategies fail to increase our knowledge of the most 
fundamental of all political activities, the making and maintenance of coalitions. 
This is unfortunate to say the least, as all approaches offer insights into coalitional 
behaviour. Although the sheer volume of literature on coalitions means the 
majority of developments cannot be examined in a short article, this discussion 
will adopt a ‘multi-method approach’, connecting the events in Devon to a 
variety of methods of study. However, methodological and definitional differ- 
ences can offer pitfalls for such an approach. 


What is a ‘coalition’? 

Wniters on hung councils tend to adopt a fairly rigorous definition of what 
constitutes a ‘coalition’ or an ‘administration’. For example, Mellors questions 
whether the ‘loose, tacit, and often unstable “agreements” which exist at local 
level qualify for the term “coalition” at all’ (1989, p. 9). The actors in Devon 
would certainly have disagreed with the assessment of the ‘working arrange- 
ment’ as a ‘coalition’. In contrast, most formal studies include as members of a 
governing coalition any parties committed either tacitly or openly to ‘maintain- 
ing the coalition in power’ (Warwick 1979, p. 467, see also de Swaan 1973, 
p. 143), a definition recently adopted by one study of hung councils (Temple 
1992, pp. 35-6). 

The avoidance by both students and participants of the term ‘coalition’ to 
describe co-operation between local parties (but see Mellors 1989) may reflect 
the inherent mistrust of coalition politics in Britain (see Bogdanor 1983, p. 7). 
For example, given their commitment to proportional representation (PR), and 
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the probable consequences of multi-party legislatures if PR was introduced, 
Liberal Democrats might be expected to present a positive view of formal 
coalitions. However, their publications advise playing the big parties off against 
each other rather than looking for formal stability (Stunell 1991, p. 19), and local 
parties are recommended to avoid coalitions and seek ‘more limited agreements’ 
because of the ‘potential political damage of being seen as Tory or Labour 
shadows’ (p. 14). The perceived necessity of avoiding too close an identification 
with another political party explains, as David Morrish noted, the deliberate 
ambiguity of the phrase ‘working arrangement’ to describe the relationship 
between Labour and the Alliance in Devon. Such ambiguity exists in a number 
of local authorities, often leading to differences of opinion between actors 
concerning the administration in place (Temple 1991, p. 42, fn. 26). 


Empirical explanations for Labour/Alliance co-operation 

Whatever terminology is used to describe the co-operation, the preference 
expressed for Labour by the Alliance could have been predicted by a study of 
the literature. Leach and Game argue that the ‘more moderate’ Labour groups 
in the shires means the ‘ideological gap’ between Labour and the Alliance is 
less (1989, p. 64). They maintain that co-operation between the two parties is 
therefore more likely in the shires, a view supported by Mellors who found 
‘frequent agreement in major policy areas’ between Labour and Alliance in most 
hung councils (1989, table 4.5, p. 104), and a clear closeness on budgetary matters 
(1989, p. 107), although it must be pointed out that Devon is part of the data 
base of these scholars. 

Other factors are capable of explaining the Alliance/Labour pact. For example, 
Mellors finds that ‘coalitions often operate against the previous winning party’ 
(1989, p. 88). Certain of their ‘unassailable position’, traditional rulers have often 
ruled in an arrogant manner, and in such cases there will be ‘little basis’ for a 
working arrangement (Carter 1986, p. 10). The Conservatives in Devon had 
reigned for a long time before their unexpected dethronment, and their 
‘shell-shocked’ attitude in defeat certainly indicates a belief in their unassail- 
ability. Additionally, Mellors notes that ‘a taste of power after long exclusion 
is an enticing goal’ (1983, p. 238), and the lure of achieving policy goals after 
years in opposition is apparent in Devon. Not even having to deal with a party 
they regarded as ‘traitors’, or central instructions forbidding power-sharing, was 
enough to prevent Labour from reaching agreement. However, Labour's under- 
standable wish to be a part of the policy process contributed to the later problems 
of maintaining the coalition; a more reflective approach could have avoided the 
mistakes that were made in allocating committee chairs. That said, a different 
administration leader might have been more ruthless when it became clear that 
some appointments were unsatisfactory. 


The multi-dimensional approach 
Such factors are a reminder to formal theorists that specific individual and 
institutional factors can be crucial to coalitional processes. Recognizing this, one 
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of the most influential approaches of recent years has been the previously 
mentioned ‘multi-dimensional approach’ pioneered by Pridham (1986), which 
argues that a number of contextual variables must be taken into account in 
coalition studies (see also Groennings et al. 1970). The seven dimensions outlined 
by Pridham are, (1) historical, (2) institutional, (3) motivational, (4) hor- 
izontal/vertical, (5) internal party, (6) socio-political, and (7) environmental/ 
external (1987, pp. 376-80). 

All seven dimensions could be argued to have some relevance to the activities 
of Devon's political parties between 1985-9. For example, historically the 
domination of Devon by the Conservatives undoubtedly contributed to the 
stated determination of the other parties not to allow the traditional rulers a 
role in governing. Following Pridham, Mellors cites personal relationships as 
important at local level in a number of dimensions, including the historical and 
motivational dimensions (Mellors, 1989, p. 7). Morrish and Spence have both 
served on Exeter City Council, and the closeness (both geographically and 
personally) between them was a crucial factor in the formation of the administra- 
tion. Similarly, clashes of personality on the education committee played an 
important role in the break-up of the ‘working arrangement’. 

One difficulty of using Pridham’s all-embracing approach is deciding which 
factors are central to coalition processes and which peripheral, and as some 
practitioners of the approach note, more questions have been asked than answers 
provided (Mellors and Pijnenburg, 1989, p. 306). Although the studies have been 
valuable additions to the literature, Pridham’s hope that the multi-dimensional 
approach could provide a basis for an alternative theory may be optimistic, 
given the sheer range of relevant contextual variables cited. An alternative 
framework for understanding hung councils is offered by Leach and Stewart, 
whose aim is to provide some overall pattern and understanding out of the 
variety of institutional and political responses to hungness. Their framework 
seeks to explain the behavioural outcomes in hung councils by the interplay of 
factors such as party strategies and institutional mechanisms, and their emphasis 
on the importance of party and officer objectives is supported by Devon's 
experiences (Leach and Stewart, 1992, pp. 22-34). While the framework provides 
future case studies such as this with a useful paradigm, its theoretical and 
comparative usefulness is also arguably limited by the sheer range of variables 
cited. 


Theoretical perspectives 

Compared to the above approaches, most theoretical explanations for coalition 
formation (despite their mathematical complexity) are simple; considerable 
emphasis is usually placed on ‘connectedness’ to coalition formation. For 
example, the seminal work of Axelrod posited that the most likely coalitions to 
form are those connected on a unidimensional ideological scale, winning in that 
they control a majority of legislative seats, and minimal in the sense that if one 
member party leaves they cease to be winning (1970, p. 167). Such a theory 
could have made a successful prediction of coalition formation in Devon. 
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Treating the Alliance as one party, and given the May, 1985, party strengths 
of Labour 10, Alliance 36, Independents 2, and Conservatives 37 (on a 
unidimensional left-right ideological scale where the party positions are admitt- 
edly arguable), 43 seats were needed to win and minimum connected winning 
theory would predict a 46 seat Labour/Alliance coalition. 

Treating the Alliance as one party raises a point relevant to both Devon's 
experience and coalition theory, in that the process of forming a winning 
coalition began prior to the formation of the ‘working arrangement’ between 
Labour and the Alliance. Firstly, the Liberals and SDP had to agree amongst 
themselves on how to share the potential spoils of office. Secondly, they had 
to build a majority by approaching one of the other big party groups, in this 
case Labour. This incremental process of coalition building conforms in many 
respects to Grofman’s thesis of a ‘dynamic model of proto-coalition formation’, 
a ‘step-by-step’ process of gradually building a winning coalition by reaching 
agreement with parties nearest to them in N-dimensional policy space until a 
majority is obtained (see Grofman 1982, pp. 77-8; see also de Swaan 1973). 
Also, once the Liberal/spp Alliance was formed it effectively became the central 
party in a three-party system if the position of the two Independent councillors, 
irrelevant to any winning strategy, is ignored (see Denters 1985, pp. 301-2). 
Coalition theorists have frequently argued that centrally placed parties are more 
likely to join coalitions (Laver 1981, pp. 148—9), although the growing emphasis 
on N-dimensional policy space models like Grofman’s makes it difficult to specify 
where the ‘centre’ is located. 

There is no space here for a general discussion of the thorny question of local 
party placement on an ideological scale (Denters 1985, gives a detailed account 
of the difficulties of placing local Dutch parties, and especially Independents, on 
an ideological continuum). However, the SDP in Devon also highlight the 
difficulty for theorists of accurately placing some national parties on ideological 
scales, especially when attempting to assess the ‘policy distance’ between parties 
(see Norpoth 1982, pp. 13-17). Establishing the SDP’s ideological position is 
problematic, as the wide-ranging responses of experts concerning the SDP’s 
position on a unidimensional scale indicates (Castles and Mair 1984, p. 83), 
although with the effective demise of the party the question is now only of 
historic interest. The SDP’s motives in agreeing a budget with the Conservatives 
are difficult to understand. An experienced politician like Luscombe must have 
realized it would effectively mean the end of any hope of future electoral 
co-operation with the Liberals/Liberal Democrats. However, what the SDP’s 
ability to forge alliances with all three parties on the council does demonstrate 
is the potential power of a centre party with an ‘ambiguous’ ideological position. 
Such an indefinite ideological position, especially in a political system like 
Britain's where parties are traditionally seen as occupying a fairly clear position 
on a uni-dimensional ideological scale, gives leaders considerable room for 
manoeuvre. 

Of course, and in contradiction to most theories, the coalition between Labour 
and Conservative in Devon on the vote of no confidence which ended the 
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Alliance's rule was not connected. Again, this raises system-specific factors 
which coalition theory tends to minimize in its search for universal truths. Labour 
and Conservatives have come to regard political power as their particular 
prerogative in post-war Britain, and co-operation between the two big parties 
is not unknown at local level. Third parties make frequent allegations of an ‘old 
pals act’ between Labour and Conservative groups (Liberal Democrat News, 29 
May 1992, p. 1), and one survey argued that over a fifth of arrangements in 52 
hung councils involved such a coalition, a surprisingly high total (New Statesman, 
30 August 1985, p. 4). It may have been the case in Devon that the two 
established parties were working together behind the scenes to minimize the 
influence of the Liberals, and a number of studies have posited this (see Leach 
and Stewart 1988, p. 41; Leach and Game 1989, p. 20). Also, Leach and Stewart 
note a common factor among local Conservative Parties of ‘hostility’ to the 
Alliance and a ‘desire to reduce its influence’ (1992, p. 85). However, the great 
success of Liberals/Liberal Democrats in achieving their budgetary aims (Mellors 
1989, p. 107) provides some evidence that if the big two are trying to minimize 
Liberal power, they are generally failing. It could just as easily be argued that 
the Alliance was out-manoeuvred by the clever politics of the Conservatives, 
as Luscombe acknowledges. 


An integration of office-seeking and policy pursuit approaches 

Although much formal theory is capable of explaining coalitional behaviour 
whatever the setting, there is a tendency for studies to concentrate on office 
pay-offs in the form of cabinet seats (see Laver 1989, p. 19). Although chairman’s 
committees like the ‘secret cabinet’ discovered by the unsuspecting David 
Morrish are not uncommon in majority control councils (see Stewart 1983, p. 45), 
as in Devon such one-party committees do not survive the arrival of hungness 
(Mellors 1989, p. 74). In addition, it is argued that committee chairs are not 
highly valued in hung councils (Laver, Rallings, and Thrasher 1987). Therefore, 
it is frequently posited that many theoretical analyses have less relevance in 
hung councils, because explanations for coalition behaviour stressing office- 
seeking motivations do not reflect the situation in hung councils (see Mellors 
1989, p. 89). 

However, recent attempts to understand coalition behaviour have sought 
explanations more closely connected to the search by political parties for policy 
pay-offs, and such theories sit quite comfortably with the large number of 
informal and minority administrations found at local level (Leach and Stewart 
1988). For example, Budge and Laver (1986) have stressed the importance of 
considering the dynamic interaction between office and policy pay-offs to any 
realistic theory of coalitional behaviour. In support of Budge and Laver, while 
policy goals may be paramount in hung councils, those leaders who are actually 
participating in government have also commented on the importance of holding 
office (in the form of committee chairs) because it facilitates the achievement of 
policy pay-offs (Temple 1992, p. 38; see also Budge and Keman 1990, pp. 26-31). 
Indeed, the inability of the Devon Labour group to achieve their objectives can 
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be directly related to their failure to attain the education chair. Other specifically 
local factors also have repercussions for any theory of local coalitions. As this 
case study indicates, the need to address the problem of intra-party factions is 
crucial at local level. 


Party factions 

Formal coalition studies have traditionally modelled political parties as rational 
individuals expressing a united and consistent preference for certain outcomes. 
Given that such a simplification greatly eases analysis this is not generally seen 
as a major drawback (Browne and Dreijmanis 1982, p. 346), although concern 
has been expressed at the failure of theorists to address the problems internal 
party factions might bring to coalition building and maintenance (Luebbert 1982, 
p. 243). Responding to such criticism, Budge and Keman (1990, pp. 42-3) include 
the consequences of such factions in their general theory of party government, 
and other recent work has attempted to open up ‘the black box’ of intra-party 
‘decision making (Laver and Shepsle 1990, p. 506). 

The less disciplined voting patterns of local parties present difficulties in 
regarding local parties as unitary actors (see Laver 1989, p. 22). Harold Luscom- 
be’s exasperated comments regarding the propensity of his Liberal colleagues 
in the Alliance to vote contrary to an agreed party line support the general 
finding that the Liberals were the least disciplined of the three major parties at 
local level (Widdicombe, Research Volume Two, 1986, Table 7.17), although 
evidence suggests that Liberal Democrats are adopting a more disciplined 
approach (Stoker 1991, p. 49). Blowers notes a tendency in third parties for splits 
to occur ‘which may reduce their hold on the balance of power’ (1987, p. 42), 
and the voting patterns of Devon Liberals did strain the Alliance. Although they 
were not a significant factor in Devon, Independent groups might also present 
problems for theoretical explanations which attempt to model local parties as 
disciplined voting blocs. Any theory of local coalitions will need to consider 
such factors, especially as they may be a major contributor to the break-up of 
coalitions. 


Coalition termination 
Coalition termination is an area that has received little attention from writers, 
and when the question is addressed the concentration has been on explanations 
for coalition duration. These have tended to be deterministic or regressive, in 
that the information used to predict duration ‘is known when the government 
forms’ (Laver and Scofield 1990, p.158; but see Browne et al. who explain 
termination by reference to ‘critical events’, 1984, p. 191). For example, Axelrod 
argues that minimum connected winning coalitions will be more durable than 
other coalitions (1970, p. 184). Most studies of hung councils devote little or no 
specific attention to why administrations fall (see Leach and Stewart 1992), and 
Devon's example shows just how difficult it is to ascribe precise reasons for 
administrative break down. 

For example, was the collapse of the working arrangement because of the 
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Alliance’s failure to deliver its policy promises to Labour, was it because (as 
Morrish believes) ‘it was going too well’ to be allowed to succeed, or was it 
because of the forthcoming elections? Was the vote of no confidence which 
ended the following Alliance minority administration mainly inspired by Mrs 
Rogers’ alleged treatment of her officers, because Labour and Conservative had 
a vested interest in demonstrating the lack of ability of the Alliance parties, 
because the Conservatives wished to create the conditions favourable for their 
retum to power, or was the major factor the alleged inherent instability of 
minority administrations? In both cases, the truth is probably a combination of 
all these factors and more. 

The 1987 local and general elections appear to be the most important 
contributory factors to the end of the working arrangement between the Alliance 
and Labour. It is important to note that the elections which contributed to the 
break up were for different levels of government, which suggests national 
coalitions could also be threatened because of elections in local government or 
the European Parliament. However, the end of the working arrangement was 
not acrimonious, and co-operation continued between the Alliance and Labour. 
The failure of the Alliance minority administration was because Labour joined 
forces with the Conservatives on a vote of no confidence. However, this need 
not have been a ‘critical event’ in the life-time of the Alliance administration. 

In British national politics, a successful vote of no confidence has been 
established by constitutional convention as requiring the government's resigna- 
tion followed by a general election (as in 1979). In German national politics a 
successful vote of no confidence requires an alternative and viable government 
proposal (as in 1982). No such requirements exist at local government level, 
and Morrish would have been perfectly correct in remaining in office (as 
Luscombe would have done) given that there was no opportunity of dissolution 
and as subsequent events demonstrate, no viable alternative administration. This 
incident shows the importance institutional factors can have on coalition 
formation and maintenance, and a successful coalition theory will have to be 
capable of adapting to take account of such important variables. It will also have 
to take note of the importance of officers to coalitional activity. The role of the 
bureaucracy has received very little attention in national studies, and may be 
more important in the parochial world of local government (see Leach and 
Stewart 1992, p. 210). 


The dictatorship of the official? 

It is frequently argued that officer power increases in hung councils (for example, 
Moss 1983, p. 9; Blowers 1987, p. 45), and it may be that such power is greatest 
in the run up to elections. Strom notes that ‘as elections draw close the value 
of short-term office holding declines and electoral considerations become 
paramount’ (Strom 1988, p. 929). The reluctance of Devon's parties to take office 
as the 1989 county council elections drew near is some evidence of a fear that 
the party in control might be blamed by the electorate for the often bitter 
arguments of the preceding four years. In such circumstances, officers may be 
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able to fill the political vacuum created, and Liberal John Walker’s contention 
that the officers took control of the council was supported (as the case study 
details) by Luscombe and Sayers, although qualified by Morrish and Spence. 

Questions of officer domination are not confined to hung councils, and are 
not a new phenomenon (see Lee 1963, p. 50). Recent research has noted that 
whereas party leaders and chief officers are perceived to be controlling policy 
in majority control councils, the perception of where power lies in hung councils 
focuses more on the role of committees and the continuing influence of chief 
officers (Temple 1991, p. 36). It may be that the primary importance of 
committees in hung councils indicates an increase of officer power, as officers 
will largely control the flow of information to committees and the majority 
group leader can no longer act as an effective veto on officer recommendations. 
However, the way in which Luscombe presented élite decisions to his members 
as essential because of Labour intransigence demonstrates one way in which the 
party élites can maintain some of their power, especially if the backbench 
councillors of the coalition partners, as in Devon, regard each other with 
suspicion. 

The abandonment of the one-party chairman’s committee (the ‘cabinet’), and 
the decision not to replace it with a more open ‘administration’ committee, did 
not result in greater openness, as Morrish admits. Chief executive David Macklin 
felt that this decision resulted in the bureaucracy’s knowledge of what was going 
on declining, which suggests that officer power is partly dependent on organiza- 
tional structures and might actually diminish in hung councils without such 
co-ordinating committees. It is difficult to establish if the increased influence 
often attributed to officers when a council becomes hung occurred in Devon. 
Macklin’s request to the Conservatives to take control is an indication that 
despite the greater power officers may have without coherent political control, 
good officers may be more concerned with ensuring effective and efficient 
government. Macklin’s response does not suggest that officers enjoy a lack of 
political leadership. 


CONCLUSIONS 


This case study illustrates the challenges faced by many local parties in Britain 
endeavouring to handle new and often unwanted ways of working. Despite the 
eventual collapse of co-operation in Devon, most research into hung councils 
suggests that viable and effective ways of working together are normally found 
(for example, see Leach and Game 1989). However, the forces for co-operation 
were undoubtedly diminished by the realization that Devon would probably 
return to Conservative control in 1989. Effective coalition strategies require a 
process of learning, and if Devon had remained hung its management of ‘no 
overall control’ might have grown to resemble the generally more positive 
experiences of long-term hung councils. 

Despite the insights into life in a hung council, this analysis demonstrates the 
difficulty of deciding which factors are the most crucial at certain key times. 
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The realization that this sort of individual study still leaves many important 
questions unanswered reminds the observer of the complexity of political 
behaviour. A recognition that theorists have yet to acknowledge some important 
variables in their models is not intended to diminish the real progress that has 
been made in coalition studies. However, the failure of some theorists to address 
the concern of those who feel their models fail to acknowledge the ‘real world’ 
and the unwillingness of most observers of coalitional behaviour to recognize 
the insights of theory, contributes to an unnecessary division in coalition studies. 
Multi-method approaches to the study of coalitions (whatever their setting) may 
help to bridge the divide. 
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DEVELOPMENTS IN THE PURCHASING 
PROCESS IN THE NHS: TOWARDS AN 
EXPLICIT POLITICS OF RATIONING? 


NICK FREEMANTLE, IAN WATT AND JAMES MASON 


The introduction of the internal market to the National Health Service in Britain marks 
a major change in the form of provision of health care interventions. This article reports 
the findings of independent research into the development of the purchasing process in 
eight purchasing authorities (which collectively purchase health care for 5 per cent of 
the population of Britain), and considers the extent to which this has led to an explicit 
politics of rationing in British health care. The structure and organization of purchasing 
organizations is described, along with their relationship with providers of health care. 
The ability of purchasing organizations to assess the health needs of the populations 
for which they purchase health care services, and their ability to influence change in the 


nature of the services provided, is also examined. 


INTRODUCTION 


The introduction of an internal market in the NHS in April 1991 has created a 
new role for District Health Authorities which now have responsibility for 
purchasing health care services for their resident populations. The initial political 
direction (DOH et al. 1989) was sketchy, and this and subsequent directives have 
lacked a clear blue-print of how the purchasing role might develop. The 
development of health care commissioning in the NHS is perceived to be an 
evolutionary process, dependent at least in part on local circumstances. 

The introduction of an internal market in the NHS marks a completely new 
development in form and structure (Le Grand 1990). There are concerns that 
such a development is not only counter to the culture of the NHS, but also 
beyond the current scope of expertise of those working in the service (Ham 
1989; Harrison 1991). Hudson (1990, 1992) suggests that the internal market 
is solely concerned with supply-led changes, in which ‘potential customers of 
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goods and services in a health and social care market have no power to engage 
directly in market transactions based upon their personal preferences’ (Hudson 
1992, p. 132). 

The internal market can be seen as a new political attempt to contain costs 
and manage the effectively unlimited demand for health service interventions 
which has been experienced since the inception of the service in 1948 (Klein 
1983; Harrison et al. 1990): 


The analogy to the development of traffic patterns on the Long Island 
Expressway is compelling. In the name of relieving congestion during rush 
hours on this infamous highway, traffic engineers added additional lanes. But 
every additional lane, while marginally decreasing driving time to New York 
City, induced more people to use the road. This additional traffic restored 
the traffic jam that the new lanes had been design to correct. Utilization 
increased to meet the supply of road space until commuting time reached the 
previous level. A new equilibrium was restored with the same degree of 
congestion during rush hours, although with a higher volume of traffic (Lipsky 
1980, p. 33). 


Rationing decisions have always been made in the NHS, but the introduction 
of the internal market will lead to a situation where rationing decisions are no 
longer implicit (ie, decisions not to treat made by individual clinicians in the 
privacy of their consulting rooms), but more explicit (Harrison and Wistow 
1992; Kings Fund 1992), and perhaps more explicitly political. 

The major change in thinking which led to the introduction of the internal 
market in British health care owed considerably to the influence of an American 
commentator, Alain Enthoven, whose ‘Reflections on the management of the 
National Health Service’ (Enthoven 1985) was critical of the lack of real 
incentives, and occasionally even perverse incentives, which he claimed existed 
in the NHS. 


The NHS suffers from a lack of real incentives for good performance. Aside 
from individual cases of leadership, there is no systematic force that rewards 
and encourages excellent performance in solving the medical problems of the 
District’s population, and punishes uncaring, insensitive or inefficient perfor- 
mance ... A standard problem in bureaucratic budgeting systems is that one 
strengthens one’s case for more resources by doing a poor job with what 
one has, and weakens one’s case by doing the job with less (Enthoven 1985, 
p. 14-15). 


This article is concerned with two particular questions; first, the extent to 
which rationing decisions have become more explicit and more informed; second, 
the extent to which the current situation has redressed the lack of incentives to 
which Enthoven refers. It examines the development of health care commis- 
sioning within purchasing organizations in the NHS and is based upon 
semi-structured interviews with Chief Executives, Directors of Planning and 
Contracting, and Directors and Consultants in Public Health in eight 
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purchasing organizations which collectively commission health care services for 
over three million people (5 per cent of the population of Britain). 

The purchasing organizations were selected because they faced a range of 
circumstances. One organization is a large predominantly rural consortium of 
district health authorities with several small provider units serving a geo- 
graphically diverse population. The second is an inner city district with a large 
teaching hospital as its main provider unit. The third is a small district (in 
population) with a large directly managed provider unit. The fourth is an inner 
city district with a single large directly managed hospital, which faced a particular 
concentration of urban deprivation. The fifth is a geographically large district 
with a high proportion of relatively elderly people and a relatively low provision 
of hospital beds per head within the district boundaries. The sixth is a 
geographically large district, with a relatively low provision of hospital beds 
per head of population, and a dichotomy of rural and urban populations. The 
seventh is an inner city district hospital with a large first-wave trust hospital as 
the main provider unit. The eighth is a geographically small inner-city purchasing 
consortium which faces extremes of urban wealth and deprivation, contains three - 
large teaching hospitals within its boundaries, and has a number of other provider 
units within reach. 

The article is divided into eight sections: purchasing organizations, relationships 
with provider units, funding health service, ability to influence change, tension between 
operational management and purchaser power (the development of a sub-unit culture), 
needs assessment, and the politics of change. The final section makes some 
conclusions and sets an agenda for further research. 


PURCHASING ORGANIZATIONS 


There was considerable variation in the internal structure of the eight purchasing 
authorities. All the organizations embraced in some form the functional division 
of contracting, finance, public health and planning, with a chief executive/district 
general manager at the top of the managerial tree. 

The smallest organization contained only 15 people, though employing a 
further 20 people in audit inspection teams. Organizations of around fifty were 
the norm, with one large authority directly employing 90 people. All the 
authorities described buying in services from outside, particularly from the 
universities, and these services were primarily in health economics, geographical 
mapping, survey work and modelling. To an extent, the leanness of the 
organization reflected the degree to which services were bought in from outside, 
the smaller the organization the greater the ‘degree of contracting out of 
research. 

The managerial structure of the purchasing organization was also relevant. In 
some organizations the separate functions, (contracting, planning, public health 
and finance) existed as distinct divisions, with few or no common services. In 
others the separate functions were less autonomous and the managerial structure 
had a flatter, more corporate nature. Decisions were taken for the whole rather 
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than the individual divisions: ‘if we were to decide to take on an epidemiologist 
it would not be a decision just for planning or public health, we would look at 
the needs of the whole organization, and if the organization needed an 
epidemiologist then we would take one on.’ 

In authorities where the separate functions were developing as distinct 
divisions there was a clear sense of mistrust and empires in the making. As one 
Director of Public Health described: ‘You get the feeling that quite a few people 
in the bigger authorities are there because the money came available for 
expansion, rather than because they have a real job to do.’ 

There was a good deal of consideration about the possibilities of merger 
between adjoining purchasing authorities. There was more than one motivation 
for this development, which will be examined in more detail below. Generally 
it was felt that 0.75m people was about the maximum reasonable size for a 
purchasing agency, though authorities with purely urban populations could 
operate viably with larger populations because of a trade-off between population 
and geographical area. There was some discussion of possible future mergers 
which would lead to authorities purchasing for larger populations. One of the 
main reasons for an upper limit was the belief that local knowledge of ‘the 
patch’ was important, and that it was beyond the scope of an organization to 
attempt to manage a population larger than this without subdivision within 
functions, unless the population was concentrated in a relatively small geo- 
graphical area. 


RELATIONSHIP WITH PROVIDER UNITS 


All authorities perceived their role as providing a vision or direction for health 
services in their areas, though there existed differences in the level of involve- 
ment which this required. The Director of Contracts in one purchasing agency 
described the process as metaphor: ‘it is a bit like commissioning a picture — 
you say approximately what you want but you do not tell the artist his 
job ... not a macho process . . . [but] a system of bartering and bribes where you 
have to have an understanding of the other side.’ 

There was a clear perception that the second round of contract placing in 
1992 was the first year in which contracts had been placed in an attempt to 
influence health care provision rather than simply replicate the flow of resources 
which existed before the divide. As one Chief Executive put it, ‘last year was 
administration based; now we are trying to achieve something.’ 

There was a good deal of variation in the nature of relationships between 
purchasing authorities and provider units. Relationships varied between what 
appeared a rather cosy and comfortable co-existence to political chaos and 
absence of communication. Relationships were perhaps inevitably at their most 
comfortable where the provider units were still directly managed, and the District 
General Manager maintained an overall responsibility for purchasing and 
providing services. This rather schizophrenic circumstance did not lead to any 
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real change in the functioning of health services, and tended to occur where the 
health authority faced the greatest financial difficulties. However, as none of the 
districts visited contained a provider unit which was not making at least 
preliminary plans towards trust status in the third or fourth wave of trust 
applications it is likely that this situation will only be of transitional importance. 
A recent poll of District General Managers in which around half of respondents 
claimed that trust status hospitals were not prerequisite for the functioning of 
the internal market (Limb 1992) was not borne out by our findings. 

There was a sense among some purchasing agencies that providers were in 
a tenous position, and the political pressure upon purchasers was to keep the 
local provider units going. In these cases it was suggested that there was only 
so far that you could ‘push’ the provider units before they either ‘dug their 
heels in’ or ‘went to the wall’. This was particularly difficult where there was 
no clear local choice between provider units, and districts (particularly rural ones) 
were served by one local hospital. This situation was at its most extreme where 
a purchasing consortium covered a large rural hinterland served by a small 
number of geographically distant provider units. As a Director of Contracts put 
it: ‘At the moment we need to prop up the providers — if they go down it 
reflects badly on us.’ 

This situation was predicted in the recent ‘Rubber Windmill’ simulation of 
the internal market in operation: 


Collaborative partnership and ‘preferred purchaser’ arrangements which were 
established in the simulation virtually neutralised the free workings of a 
market. Indeed, inter-agency working seemed to be based on the assumption 
that collaboration was useful at nearly any cost. Under pressure, purchasers 
protected preferred contracting relationships at the expense of cheaper 
contracts to non-local trusts ... the market froze into a pattern of entrenched 
institutional and clinical interests (East Anglian RHA 1992, p. 6). 


Where the situation between purchasing organizations and provider units was 
at its most difficult it appeared that the provider unit was not being actively 
managed. This was characterized by the withdrawal of communications on the 
part of provider management, and dialogue (such as it was) between purchasers 
and provider bodies was directly with senior clinicians. Such dialogue often took 
place between the public health function within the purchasing agency and the 
head of a clinical directorate, and was described as ‘talk as an alternative to 
action’, 

In one purchasing authority the Chief Executive had been accused of 
‘aggressiveness’ in the last round of contract negotiations, All agreed that there 
was a fine line between allowing providers a degree of leeway and thus the 
opportunity to address longer-term operational issues, and allowing them to 
‘walk all over’ the purchaser. This question of cosiness versus chaos had 
considerable fluidity, in which the providers were considerably empowered, as 
one Consultant in Public Health described: 
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We are having terrible trouble with the provider unit — we can tell them 
what we want but they take no notice. They are in a terrible state and will 
not give us any information about levels of activity — what information we 
have suggests that they are not meeting their contracts and waiting lists are 
a real problem ... we tried bussing some of their business away last year, but 
it did not make any difference really ... they just don’t listen to anything we 
say, and they use the press to their advantage ... I woke up one morning to 
find them all over the front pages of the nationals ... they had said more to 
the press than they had said to us in months. 


FUNDING HEALTH SERVICES 


One of the most important factors in the success of the purchasing process was 
the outcome of weighted capitation. Weighted capitation is the formula by 
which the funding is allocated for regional health authorities, and then in 
modified form, district health authorities, and thus the purchasing power is 
determined. It involves a sum per head of local population adjusted for age and 
sex, and is crudely weighted using a variety of arbitrary proxies for health care 
need (Carr-Hill and Sheldon 1992). 

There was a wide variation in settlements under weighted capitation among 
the eight purchasing authorities who were consulted. These varied from one 
purchasing authority which had around 2.75 per cent annual growth from 
weighted capitation, to another small authority which was over target by 7 per 
cent, and facing a real decline in income of 1m, each year. 

One of the purchasing authorities in the study, a large consortium, was made 
up of a variety of winners and losers from weighted capitation among the 
districts which it served, producing an approximate overall balance. However 
each provider unit was in a monopoly position for the provision of most services 
because of the geographical distance between them. The clear pressure to 
cross-subsidize those districts with diminishing budgets with resources from 
those with expanding ones had not been missed, and while this was against the 
explicit intentions of the consortium, it is hard to see how this can be avoided 
implicitly. 

The result of weighted capitation provided a strong incentive on those who 
had lost out to consider merger with other purchasing authorities. The two 
health authorities in the study which had come off worst under the scheme were 
both actively seeking to merge with adjoining districts. However, merger was 
much less popular among those districts which were winners in the process. In 
particular they saw no advantage in a merger where they would assume 
responsibility for a provider unit which was struggling to maintain patient flows 
and income, and be forced into taking a less advantageous position by placing 
contracts to support the provider unit rather than be able to shop around for 
good value services with their additional funds. 


© Basil Blackwell Ltd 1993 


PURCHASING PROCESS IN THE NHS 541 


ABILITY TO INFLUENCE CHANGE 


The ability of purchasing authorities to influence change was largely dependent 
upon the outcome of weighted capitation, although the ability of purchasers 
and providers to influence the political process was also important, though often 
in a negative way. 

There were plenty of examples of how ‘new money’, either from the 
development fund or from relative growth related to weighted capitation, was 
influencing the shape of health services. When large sums of new money were 
available the process of allocating that money had become quite explicit, and 
based upon the likely effect upon the resident population; basically aimed at 
getting the best deal in terms of health gain. 

These situations were of two types. First, there were the more traditional 
circumstances where the provider unit approached the purchasing authority and 
asked for additional funds for a specific and measurable service. These requests 
were often described in a dismissive fashion, ‘if they want MRI [Magnetic 
Resonance Imaging] they will have to justify it; they wanted a machine... it 
was going to cost a fortune and they could not tell me what benefit it was 
going to bring to their patients ... so they got one session a week from the 
back of a van.’ 

Others were more technical and related to proposed increases in marginal 
activity, such as a request for an additional Intensive Care Unit (ICU) bed. Here 
there was a good case for the additional facility, though the costs involved in 
maintaining the additional bed were considerable. The additional bed would 
have been fairly heavily used, but based on projections of usage, would also 
have been empty for considerable periods. Currently a patient who could not 
be admitted to an ICU bed because one was not available was admitted to a 
‘half-way house’ ward which was well staffed and equipped and had skills in 
nursing very ill patients. Consequently the additional benefit to patients was 
the extra health gain from being treated in the ICU bed instead of the ‘half-way 
house’ ward, and because of projected bed use this additional benefit would 
only be gained about half of the time. The decision was not to purchase the 
additional ICU bed. The District General Manager described the decision: ‘In 
the end it was a judgement ...1 looked at the curves and made a decision... I 
guess it wasn’t really very scientific, but in the old days it would just have 
happened.’ 

The second type of decision making was purchaser led. One purchasing 
authority perceived that the best way to tackle health deprivation in an inner 
city area was through the primary care sector, and there was a belief that primary 
care was the area where real health gains for the population could be achieved. 
The purchasing authority was spending 70 per cent of its development budget 
in primary care, apparently to the dismay of the provider units. 

Purchaser led change is a particularly interesting development, and marks a 
clear watershed in the allocation of resources in the NHS. There were a number 
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of examples of purchasers perceiving a general need, investigating this need 
technically and through consultations with local people. These ventures often 
involved co-operation with the Family Health Services Authority (FHSA), the 
local authority and social services department. However such change was 
invariably on the margin, and even in the most dynamic purchasing authorities 
the vast majority of services continued in a similar vein to that which existed 
before the introduction of the internal market. 

Where there was no new money, and the development budget was effectively 
being used as a contingency fund against mishaps, the situation was different. 
Although there was no shortage of ideas about desirable change, these were 
generally subsumed under the general aim of containing costs; pushing providers 
as far as they could go, but not too far. In these circumstances the contracts 
manager was in ascendence, as the emphasis was much more on ‘keeping the 
lid on’ a potentially explosive situation, than being the architects of real change. 
As one contracts manager put it: 


Anything we do costs money, even if it looks like it should save some, if 
you try to stop people doing something that does not work they will have 
time on their hands, and they will go and do something more expensive . .. so 
we don’t let anybody do anything ... we're just keeping the lid on. 


All the purchasing authorities acknowledged that dealing with new resources 
and ones that were already allocated to services was quite different. There are 
a number of structural and political pressures upon an attempt to reallocate 
resources. One example of this was the situation in a small surgical speciality, 
which was traditionally provided locally but because of the relatively low local 
population was considered to be too large and expensive for the local needs. It 
was unrealistic to consider the reduction of the service by reducing con- 
sultant numbers, as the Royal Colleges effectively exercise a veto by not 
recognizing single-handed consultant specialties. Similarly, it was problematic to 
close the department, and purchase the service from an adjacent hospital 
which had spare capacity, because of the likely public outcry that this would 
create, 

One of the motivations for considering merger with adjacent districts was 
the idea that the smaller specialties could be located on a single site, and could 
then be more easily modified to meet the purchasers’ perceptions of demand for 
that speciality. There were no examples within the study where this had 
happened, though there are examples from other districts in the NHS in which 
mergers have occurred but public outcry and media attention have not been 
avoided. 

There were considerable difficulties in making real reductions in funding, 
particularly where this was directed at a single large provider organization. As 
one District General Manager put it, ‘there is so much noise in the system, 
everybody screams that it can’t be done, the one that screams the loudest is 
the one which keeps his money.’ Another District General Manager, commenting 
on the recent closure of two wards, commented, 
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the problem is that we have no incentives to offer, we are expecting our 
clinicians to carry on doing the same amount of work with less resources. 
Sometimes they are really good, like in the closure...we said it had to 
happen, and then they co-operated, but only because we managed to persuade 
them that the position was really desperate ...1 think that the only reason 
they agreed in the end was because we promised that it would be somebody 
else’s turn next year. 


Other purchasing organizations perceived a much more hands-on approach, 
a more active and political game in which the individual players, purchasers and 
providers, were always attempting to ‘get one over’ on the other side. As a 
District General Manager put it, 


they [the provider unit] are doing cholecystectomies by keyhole surgery and 
sending patients home after a one night stay, but the contract is based upon 
traditional surgery involving five nights in hospital. They don’t tell me 
because I would reduce the contract: I would be doing the same thing in 
their place — my job is to find out where they are on the make and then 
claw some of it back. 


TENSION BETWEEN OPERATIONAL MANAGEMENT AND 
PURCHASER POWER (THE DEVELOPMENT OF A SUB-UNIT 
CULTURE) 


The divide between purchaser involvement in the implementation of contracts 
and the autonomy of providers to manage their own operational activity was 
found to be a source of tension in all the purchasing authorities in the study. 
Purchasers place contracts, and attempt to monitor the outputs within contracts 
to ensure that they are getting what they are paying for. Increasingly there are 
additional quality conditions within contracts, such as the requirement that audit 
(medical scrutiny of the quality of services) is in place. However, responsibility 
for the day-to-day operational management of the service is devolved to the 
provider unit who holds the contract. The location of the divide between the 
operational management of the provider units and the direction from purchasing 
authorities was often unclear, particularly when the financial climate was difficult. 

The District General Managers in the study who had residual responsibility 
for directly managed units as well as managing the purchasing strategy gave 
particular insights to this problem. As one DGM put it, ‘the most annoying thing 
from the provider point of view is when the purchasing function is demanding 
that you implement changes which the same people, in the old health authority 
role, would have considered impossible.’ 

Operational management is also subject to developments within the provider 
units, developments which can be at least in part attributed to a decade of 
change in the management of the NHS. New sub-unit structures are being created 
in which the management of clinicians is increasingly placed in clinical director- 
ates instead of the previous broad functional management structures (Packwood 
et al. 1990, 1992). 
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Clinical directorates, or looser clinical groupings, bring doctors with common 
managerial concerns together in a forum in which decisions about working 
practices can be made. On the one hand this has advantages because it enables 
doctors working in the same specialty to interact and co-operate in a forum 
which exists for that purpose, and has an appointed head (the clinical director) 
for unit-wide negotiations. However there are also concerns about the develop- 
ment. 

There were several descriptions of some of the difficulties experienced: 


you get the ridiculous situation where a woman with Multiple Sclerosis is 
admitted to a surgical bed because she has had a fall, and then five days later, 
after the acute care has been given, the Sister of the surgical ward is on the 
phone screaming that this isn’t their patient and she has to be moved .. . there 
were always tensions between specialties but they were never anything like 
this ... it is a worrying development. 


The situation has developed where contract holding specialties have developed 
almost tribal status: ‘it has got harder to manage the hospital .. . in the old days 
we used to use the money left over from unfilled posts as almost a contingency 
reserve ... now if a directorate has an unfilled post they expect to keep the 
money for themselves.’ 

There was also a more general question about resources, especially where 
budgets were generally diminishing. One District General Manager described 
the situtaion where savings which would traditionally have reverted to the 
operational budget, but having been reallocated, were staying within a director- 
ate. An example of this is where a ward is closed not to achieve savings, but 
because of a changing mode of service provision or a reduction in demand. 
There were clear indications that the development of clinical directorates was 
actually creating barriers to the reallocation of resources. There was also the 
concern among providers that purchasing authorities will respond to any 
operational savings they make within a contract and reduce the value of the 
contract in subsequent years, expecting the same level of service for a smaller 
budget. 

Therefore, resources which would have reverted to the operational budget 
now have three claimants; the clinical directorates, the operational budget, the 
purchasing authority. 


NEEDS ASSESSMENT 


The expectation that purchasing authorities should assess the health needs 
(Cmnd, 289, 1988; DoH et al. 1989; Lancet 1991; Bull 1990) of their populations 
and allocate resources to meet those needs has proven problematic for many of 
the purchasing authorities in the study. 

A Consultant in Public Health in a purchasing authority in which the provider 
unit was effectively out of control, suggested that, ‘it is about time we gave up 
on this notion of “need assessment” ... its a joke... we should be honest and 
admit that we are involved in a health care system rather than a health needs 
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system.’ This sentiment was echoed in other purchasing authorities which had 
concerns about the health of their provider units. A Director of Contracts was 
particularly disparaging: ‘I leave all that health needs nonsense to public 
health ... its irrelevant ...1 just place contracts and try and get more out of 
them than they are giving us at the moment.’ 

The conception that health needs assessment was irrelevant was not universal, 
and appeared to be linked with the financial health of the organization and the 
definition of health needs assessment that was being used. For example, in one 
district the purchaser was working closely with GPs and using them as a proxy 
for the population. Another authority was actively engaged in surveying the 
needs of a particularly deprived area in the local population, and assessing health 
needs in broad terms rather than from the more traditional hospital-based 
perspective. 

Where health needs assessment was progressing most effectively there were 
clear attempts to forge working links with the other statutory and voluntary 
bodies which provide health or health related services. There was a fairly strong 
conviction among the majority of the purchasing authorities consulted that the 
future lay in a common purchasing authority which included the present 
functions of the District Health Authority and the FHSA. This would move the 
present balance of power away from the hospitals and more towards the primary 
health care sector. 

There were, however, also concerns that the primary care sector was not up 
to the new responsibilities which they faced, and this was coupled with the new 
commercialism of the system. As one DGM described, ‘I’ve been trailing round 
talking to GPs in my provider role — they treat you like a rep... they don’t 
take you seriously if you haven’t got a pen and a mug for them.’ 

A Consultant in Public Health Medicine described GP fundholding as a 
‘disaster’ with fundholders (who purchase some services for their patients 
directly from providers) making poor decisions about patient care and leading 
to disruption in the relationship between the purchasing authority and the 
provider units. There were also concerns that GPs were responding to their new 
status by developing closer relationships with hospital doctors, relationships 
which were being encouraged by the providers, rather than with the purchasing 
body. As one Consultant in Public Health described: 


While I am concerned about the lack of representativeness in the new 
structure, the idea behind the changes was largely to reduce the power of 
hospital doctors... If GPs and providers develop their relationship to the 
exclusion of the purchasing organization nothing will change — the whole 
thing will be an expensive farce. 


THE POLITICS OF CHANGE 
All the respondents in the study acknowledged the political nature of the 


purchaser/provider environment. The bargaining process, in which resources 
were placed through contracts, was considered explicitly political territory, and 


© Ban! Blackwell Ltd 1993 


546 NICK FREEMANTLE, IAN WATT AND JAMES MASON 


all the purchasing authorities had some form of strategy to deal with political 
fall-out from their decisions. For example, one authority had designated a 
Consultant in Public Medicine as their media face, as she had particular skills in 
this area, and could be relied upon to present the corporate line, ‘She’s got lots 
of skills and looks really good on television... she’s also a doctor of course, 
which helps’. There was a feeling that there was a lack of rationality to the 
political process, and that a purchasing authority was just as likely to face public 
criticism where they had made a clear cut and correct decision as when their 
decision had been more arbitrary. 

All the purchasing authorities were clear that there would be winners and 
losers in the internal market, but that the decision, for example, about whether 
a hospital would actually close was eventually a political one. There were several 
well-known examples of political interference in the closure or financial diffi- 
culties of major hospitals, but also many local examples of provider units which 
faced large-scale contraction if they were to survive. There was also the 
recognition of a distinct political cycle in the NHS, where government's will- 
ingness to allow politically damaging news about the health service reduced 
dramatically with the proximity of an election. As one District General Manager 
described: ‘things are happening now which were inconceivable just before the 
last election.’ 

There were concerns among a number of respondents that the internal market 
reduces the level of representation of local people. The Community Health 
Councils were created to represent the patients interests in the reorganization 
of 1974, and have not been an unmitigated success in that role (Levitt 1980). 
They were not perceived to be an important influence in the management and 
specification of services, and in the one situation where a Community Health 
Council was taking a position against a merger they were described as ‘a lone 
voice, and unable to see that the merger would be without a doubt a good 
thing for people in the area — it was as if they did not really understand what 
was going on.’ 


CONCLUSIONS 


There are clearly concerns about the extent to which the findings presented can 
be taken as a snap-shot of the progress of the purchasing function within the 
reformed NHS. However, the findings do represent the experience of a broad 
range of authorities, commissioning health care for 5 per cent of the population 
of Britain. The consistency which was found between different purchasing 
agencies would suggest that certain aspects of our findings can be extrapolated 
to the NHS as a whole. In an evolving process which is dependent, at least in 
part, upon local circumstances and people it is not surprising that variation in 
the form of the purchaser/provider relationship was found, and given the 
importance of individuals in the evolution of the purchasing process, such 
variation is likely throughout the service: ‘When trying to understand change, 
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social scientists are inclined to look at structural changes while journalists are 
inclined to emphasize the right person in the right place at the right time. 
Actually, both are right’ (Kingdon 1984, p. 192). 

There are four main conclusions which can be made from the findings of this 
study. First, that the somewhat arbitrary weighted capitation formula has the 
single most important influence upon the health and vitality of the purchasing 
function within the internal market. Districts which have done well out of the 
formula, and thus those which have historically been undersupplied, have taken 
the lead in purchasing innovative strategies for health care, strategies which 
often involve a multi-organizational approach and point towards greater co- 
operation between health and health related organizations in the future. 

Second, the greatest threat to the internal market is found when provider 
organizations capture the market place and, through a process of non-co- 
operation and politically adept use of the media, place the purchasing authorities 
firmly on the defensive. In part this is related to the development of powerful 
clinical directorates, professional groupings, which behave in a partisan way in 
a cash-struck environment. However this provider capture is not always an 
irrational response to the internal market, but often a strategy to avoid painful 
retrenchment through an appeal to the political level. As one Director of Public 
Health put it; ‘Ultimately it [a hospital closure] is a political decision — if the 
minister said it should stay open then new money from them [Department of 
Health] would keep it open.’ 

Third, the concept of health needs assessment is proceeding haltingly where 
other conditions are favourable, but has been abandoned beyond a ritual activity 
for the public health function in purchasing authorities where conditions are 
relatively unfavourable, Health needs assessment has been abandoned as it has 
been previously presented; a systematic audit of the health of the resident 
population. Instead it has been interpreted as a more focused process, in which 
areas of particular concern are identified, and those areas are then scrutinized 
more thoroughly. 

Fourth, while the internal market has made some rationing decisions more 
explicit this is as a consequence of the political process. Most decisions are taken 
without such scrutiny and are no more explicit than under the previous form of 
NHS managerial relationships. Similarly there are no signs that the NHS is 
developing as a more rationally managed body, since professional power, and 
in particular the development of powerful sub-unit structures, coupled with the 
implicit leanings of the present system towards the hospital-based service, have 
their effect. Instead the major change is the development of an explicit politics 
of the NHS, a situation where major resource decisions are played out at a 
political level and in which outcomes are, in part at least, determined by the 
ability of interest groups (particularly doctors) to manipulate public opinion to 
their advantage. 

The reformed NHS is engaged in a painful process of change, the result of 
which remains unclear. While raising many interesting issues the present research 
demonstrates both the fluidity of these developments and the limits to our 
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knowledge. Further ongoing research is required to examine broad and specific 
aspects of the changes. 


NOTE: 


We would like to thank the workers within the NHS who kindly gave up their 
time to aid us in this research. We would also like to acknowledge the assistance 
of Anthony Franks, Steve Harrison and Trevor Sheldon for their comments on 
previous drafts. 
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DEVELOPING AND UNDERSTANDING 
CULTURAL CHANGE IN HM CUSTOMS AND 
EXCISE: THERE IS MORE TO DANCING THAN 
KNOWING THE NEXT STEPS 


IAN COLVILLE, KEVIN DALTON AND CYRIL TOMKINS 





Increasingly, what was formerly known as public administration is turning itself into 
management, while management itself is fast becoming synonymous with the manage- 
ment of change. These two directions meet in government calls to change the culture 
of the civil service, and are to be found most clearly in the Financial Management 
Initiative (1982), and its successor, the Next Steps (1988). While each stresses a different 
aspect, the core policy idea which runs through them is one of improving performance 
by delegating power and responsibility down the hierarchy closer to the point of 
delivery. In this way the bureaucratic giants which comprise the various central 
ARN departments are transformed into more adroit organizations, to the extent 
at it becomes appropriate to talk of giants learning to dance (Kanter 1989). This artıcle, 
through a discussion of ‘experiments in change’ conducted in one of the largest central 
overnment giants, HM Customs and Excise, argues that teaching giants to learn to 
ce is easier said than done. The main focus of the article is on what giants may need 
to learn in order that they can become more attuned to change and it concludes with 
the proposition that change in central government cannot be understood or be properly 
managed without an appreciation of fe changing context of change itself. 


INTRODUCTION 


The whole thrust of recent thinking in reforming the civil service can be 
portrayed as one of getting giants to learn to dance (Kanter 1989). In other 
words, the principles of classical Weberian bureaucracy upon which central 
government departments were founded have given rise to lumbering hierarchies 
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which, it is argued, are no longer appropriate to the times. The call is for faster 
thinking and more nimble organizations which can respond quickly to complex 
and dynamic environments. This demand was most clearly to be found in the 
Conservative government's Financial Management Initiative (1982) and its aptly 
named successor, the Next Steps (1988). That the type of change being envisaged 
is radical is conveyed by the fact that the various documents and the associated 
Select Committee reports talk, if somewhat vaguely, about changing the culture 
of the civil service and the way that it does business (The Efficiency Unit, The 
Next Steps, para.33, emphasis added). 

Calling for change is, however, quite different from achieving change. As Sir 
Peter Kemp, until recently the project manager of Next Steps pointed out, ‘the 
history of reform in the Civil Service is one of changing labels and not substance’ 
(1989). Achieving change is a tricky and paradoxical (Quinn and Cameron 1988) 
affair at the best of times and settings, but it would seem to be particularly true 
in the past with regard to the civil service. The key question is why should this 
apparently be the case and why is it difficult to bring about real cultural change 
which does not either involve vandalizing the current culture beyond recognition 
(Sederberg 1984; Bate 1993 forthcoming) or simply end up as confirming the 
plus ca change, plus c'est la même chose thesis? 

This article seeks to explore these two questions through the case of HM 
Customs and Excise. It does so through the telling of the story of a number of 
experiments in change and the events that surround them. This provides the 
empirical basis from which the article considers the process of achieving change. 
The aim is not to offer prescriptions for change, but to reflect on attempts to 
create change as a basis for generating an understanding of change. 

Action takes place within a context shaped by past history(ies) and perceptions 
of possible futures. For this reason, the article begins by addressing the context 
of change and the recent history of reform in the civil service. This provides 
the backdrop to the second section. which looks at experimenting the change in 
HM Customs and Excise and identifies a series of issues which had to be addressed 
in striving for cultural change in that department. A curious irony of change is 
that one rarely fully appreciates or understands a situation until after it has 
changed. That is, by taking action through experiments in change, it was hoped 
that an appreciation of the existing culture would be generated from which an 
understanding of how things might be changed could be informed. This 
represents the main focus of the third section of the paper which then leads to 
a reflection on the theoretical and practical implications of the experimental 
process. We conclude that, in terms of the metaphor, change leadership is, first, 
about calling the right strategic tunes to persuade people to take to the floor. 
Then change management has to be about keeping them there and instilling the 
confidence which comes from practice and success. It is this confidence which 
differentiates those who merely know the formal steps from those who can 
really dance. The final section of the article then summarizes our arguments 
and adds a cautionary note regarding the status of dancing in the Charter 
Initiative. 
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At one level what has been and still is being argued for in reforming the civil 
service is consistent with the principles of structural contingency theory 
(Mintzberg 1979, 1991). According to such theory, organizations should be 
designed to fit the circumstances in which they exist and increasingly that will 
mean a more devolved and loosely coupled structure which will allow for a 
faster and more differentiated response. The Next Steps found the civil service 
to be too big and too diverse to be managed as a single entity and that a 
common structure would fit everything in general and nothing in particular. 
Different departments were being pulled by different operating environments 
and as such needed to develop different structures and control systems (see also 
Tomkins and Bromwich, forthcoming). 

There is also a time dimension to consider. Within the giant that is HM 
Customs and Excise, there was a growing realization that the organization 
needed to shift in order to meet the demands the environment was increasingly 
exerting. For example, the Customs function over the past decade was having 
to contend with the advent of serious and sophisticated drug smuggling into 
this country while it was also having to position itself to deal with changes in 
border restrictions as a result of the EC single market agreement in January 1993. 

The VAT function was facing similar problems. With an increasing register of 
traders, it found itself in a position where, because the funds were not available 
to do everything, it had to choose what not to do: decisions had to be made 
about weighting risk (to the Revenue) and return. Previously the computer at 
Southend told the Local VAT Office (LVO) who to see, the rank of the officer 
to make the visit, when to see them and for how long. In the future, such 
decisions would have to be made locally with the skills of the officer at a 
premium rather than the rules of bureaucracy. With adequate back-up computer 
information to assist the decision-making process, delegation of authority and 
autonomy would ensure a faster, more nimble response to the environment. The 
giant would dance and this would result in a more effective service (or so the 
logic goes). In terms of contingency theory, there were thus sound managerial 
reasons for bringing about the type of change that was being promoted. 

At another level, however, as the main promoter of change was the 
government and that means Politics (with a capital ‘P’), regardless of the many 
management reasons to change, there was always the possible interpretation 
that the real aim was undeclared and, to some, may even have appeared to be 
sinister. Contingency theory, while it is not as naive as to suggest that politics 
does not play a part in organizations, holds that its influence tends to be negative 
in that it will distort the best fit between the organization and its environment. 
There is an alternative view however, which argues that politics, contrary to 
popular belief, is a positive force which promotes and facilitates change in many 
situations where it is required which would not otherwise happen (Pfeffer 1992). 
The complexity of this point was evident from our earlier research into the 
impact of the Financial Management Initiative on HM Customs and Excise which 
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contained elements of both points of view. Senior managers were utilizing 
political pressure to introduce FMI to bring about needed delegation and helping 
to legitimate it within the department by arguing that if FMI had not existed, 
then they in Customs and Excise would have had to have invented something 
similar. On the other hand, we found a larger group of middle and lower grades 
who, although quite receptive to arguments about Value for Money, delegation 
and other management reasons for change, felt that the real motives for change 
were political and hidden and had more to do with cutting public expenditure 
and staff with little regard for the effect upon quality of service (Tomkins and 
Colville 1989). The view which we adopt therefore sees politics as part of the 
environment which needs to be carefully assessed, both its direct and indirect 
effects, in the process of planning and re-planning change management within 
any government department. 

Suspicions about the motive for the FMI meant that it never gained a 
substantial degree of staff acceptance and, after receiving some poor notices 
from commentators within and outside government (Public Accounts Committee 
1987; Richards 1987) was removed, to be replaced by Next Steps. The criticism 
by the Public Accounts Committee was particularly severe: ‘Scepticism and 
mistrust of the FMI seem to be widespread amongst middle and lower manage- 
ment grades. This is all the more worrying given that the Initiative is concerned 
with a fundamental cultural change in the ways that managers discharge 
Departments’ business’. 

While our own research endorsed much of the criticism of the FMI, we argued 
that it, nevertheless, succeeded in bringing into existence many of the planning 
and control systems which would be a prerequisite to effective delegation. Such 
systems provide the informational infrastructure which supports local decision 
making while allowing for centralized monitoring. We pointed out (Colville and 
Tomkins 1989) that, by 1987, when the FMI was being subjected to most 
criticism, these systems were only just coming on-stream in even the most 
advanced departments. Significant change requires time for technical system 
reasons alone and more time was needed to make a proper evaluation of the 
effects of FMI. The legacy of FMI was not all bad and it comes as no surprise 
to find a degree of rehabilitation taking place with Gray et al. (1991) holding 
that it has been something of a success in terms of the management of change 
in as much as new systems did get implemented. 

Furthermore, in a leader article welcoming the relaunched Charter Initiative, 
the Financial Times (3 June 1992) noted that while much has been achieved as 
regards changing the culture of the civil service, the effects can often take years 
to be felt. It said, while the FMI was launched in 1982 to delegate control, its 
progresss was judged disappointing at the time that the Next Steps was called 
upon to replace it, but the initiative planted the seeds of an idea that has begun 
to flower. It is not without irony that the same article felt that Next Steps had 
been slow to realize its potential, nor that it took so long for the Financial Times 
itself to recognize the success of FMI. Hence in any analysis of organizational 
change, it is important to recognize how our interpretations of change are subject 
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to revision. As change inevitably occurs over time, this also has implications 
for the dynamics of change management itself and the part that different 
initiatives play in it. We return to this theme later in the article. 

Interestingly, the main trigger for organizational change in the private sector 
and one which was conspicuous by its absence here was a crisis of performance. 
Pettigrew (1985) for example, argues that crises, real and constructed, are crucial 
to the timing of strategic change: in the case of ICI, if the Chemicals Division 
had not ‘fallen over a cliff’, then John Harvey-Jones might not have been 
appointed to the job of Chairman. There was no widespread perception of such 
a crisis in the Customs and Excise Department and, indeed, the giant bureaucracy 
had been collecting larger sums of revenue, detecting ever greater amounts of 
drugs with a greater efficiency as regards running costs. Hence, the neo- 
Weberians inside the department, and there were quite a number, still waited 
to be convinced of the need for change. For others, if there was no current crisis 
of performance, then there was shortly going to be one if the department did 
not change. The philosophy and system of management which had served them 
well in the past and which was currently ‘doing the business for the Treasury’, 
was about to become tomorrow’s problem. There were thus a number of good 
management reasons for change together with a number of political ones, both 
of which seemed to be suggesting a similar course of action, even if their 
rationales differed. The call was for a more decentralized and professionally 
based organization that would cope with dynamic and complex environments 
and in which delegation, risk analysis and innovation would be the leading 
attributes. Only a minority saw the need for change and it was clear that without 
an existing or obviously impending crisis, it would be difficult to convince the 
majority that change was desirable. 


EXPERIMENTING IN CHANGING 


In the spring of 1988, the FMI had waned, Next Steps was waxing and, in the 
absence of a critical mess, there was no critical mass for change within the 
department. There was no general acceptance in the organization at large or 
amongst the commanding heights, as there had been at ICI when Harvey-Jones 
became Chairman, that change was required. In the language of organization 
development there was not an organization-wide felt need for change (Beckhard 
and Harris 1987), and it was unlikely that an organization-wide change 
programme would have been met with enough support to make it feasible. What 
there was though, as there had been at IC] and centred around Harvey-Jones, 
was a small group of people who had a very great felt need and were attempting 
to get the rest of the organization to share it and act accordingly. It was this 
small group which had been influential in having the authors invited into the 
department to undertake the earlier research on the current state of the FMI and 
delegation within the department. This review took place in late 1987 and early 
1988 and concluded as broadly outlined in the previous section of this article. 
As a consequence, several steps to facilitate change were agreed with the 
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department, the most important of which was then seen to be a series of 
experiments in delegation in two of the twenty-one regional Collections (latterly 
Executive Units) which comprise what is termed the ‘Outfield’. This would have 
a number of points to commend it. First, with endorsement from the Board 
(which was forthcoming), it would signal that the department was serious about 
delegation being the way ahead and serious about these experiments. Second, 
it would provide an opportunity to see the capability of local management to 
respond and use delegated powers and, through an examination of ‘pinchpoints’, 
see how the process of change management could be attuned for wi 
application, thereby leading to a cascade of experiments across the whol 
department. Third, by experimenting, something concrete would be happening. 
The FMI seemed at that time to have failed principally in that while it put up 
a few street signs, it lacked street credibility. It indicated a possible future, but 
seemed to offer nothing to help the actual activity being carried out and was 
seen as irrelevant, if not actually distracting from task completion, by many of 
the people on the street to whom it was aimed. Hopefully, task relevance would 
be assured in the experiments by asking the local management to put forward 
their own ideas. At the same time, this would rule out the charge of ‘top down 
management’ which had bedevilled FMI even though it had intended to increase 
delegation. 

Early 1988 was seen as a time for limited and trial dancing from which it 
might be possible to learn how to go about learning to dance and get many 
more onto the floor. From the standpoint of the department there was potentially 
much to be gained of a practical nature, while from our perspective as academics, 
there was a rare opportunity to observe the ihterplay amongst the process, 
content and context of change, which is the lacuna of the organizational change 
literature (Pettigrew 1985). 

The two trial Collections chosen, for what became known throughout the 
department as the ‘Bath experiments’, were East Midlands and Manchester. A 
steering committee was established to deal with the experiments comprising: 
the two trials Collectors, two other Collectors representing the non-participating 
Outfield, four Board members (including the Directors Personnel, Organization 
and Outfield), and the first and third named authors of this article. The steering 
committee was chaired by one of the two Deputy Chairmen of the department. 
It was this body which agreed to the Collectors’ demand that they be given 
until the autumn, some three to four months away, to present ideas for 
experiments with a start date of the following April (1989). The thinking behind 
this lay in the fact that the normal time horizons for technical change in the 
department were very short. If the Collectors were given time to explore with 
their staffs what experiments they wished to pursue, they stood a better chance 
of getting a response and support to their calls for experimentation. The fact 
that the Collections were, themselves, allowed to control how they selected and 
developed their projects, with the only provisos being that they be legal and 
demonstrate an ability to utilize delegated powers, helped to create the idea 
that this was different from the many previous technical experiments directed 
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from Head Office and that it was genuinely aimed at providing delegated power 
rather than department-wide technical innovation per se. 

The ‘experiments’ ran for an average of one year from April ‘89 to March 
‘90. The seven experiments were selected from a number of proposals and 
approved by Head Office. These seven experiments have been researched in 
considerable detail for their duration and beyond. The output of such longitudinal 
observation is ‘thick descriptions’ (Geertz 1973; Ryle 1968) which attempt ‘to 
catch reality in flight’ by going beyond fact to detail, to context, emotion, and 
the web of affiliation and micropower (Denzin 1983). These thick descriptions 
of the individual experiments, some of which cover fifty or so pages, have 
already been written and are currently being incorporated into a forthcoming 
book covering the whole of our period of contact to date with HM Customs 
and Excise. Space obviously prevents such full descriptions here and so we will 
concentrate on some of the more salient features to emerge from the process 
of experimenting. 

The response to the calls for experiments was good, but disappointing. It was 
good with respect to the number of experiments that were put forward, although 
there was no stampede to the floor, but disappointing in the degree of ambition 
they showed. Indeed, perhaps one of the most interesting findings to emerge 
was that many of the initial experiments proposed (ie. before the selection of 
the seven ‘core’ experiments) asked for powers which, on closer inspection, were 
already available locally. As there was no need for powers to be delegated, 
many proceeded without the experiment label. Some in the technical functions 
at HQ (VAT, Customs, Excise) who design the schemes of control, or ‘the book’, 
felt this confirmed the view that the Outfield hamstrung itself with restrictions 
more in the mind than in the rule book. The reply to this was that the Technical 
Directorates were the ones who created, via their tight prescriptions for action, 
a mind-set which was unquestioning such that in the end, the system itself 
becomes unquestioned. Regardless as to the ‘truth’ of the matter, the key point 
is that a testing of the boundaries of the current order may yield an unsuspected 
degree of flexibility. If nothing else, such questioning enables a focusing on 
those issues which are beyond the confines of the present order and are thus 
likely to be the real problems for future change attempts. 

Even amongst the experiments that were chosen and which did require some 
delegation of powers not currently available, the tendency was for the local 
proposers of the experiments to use the opportunity to rid themselves of local 
frustrations rather than to act with reformist zeal. Nearly all accepted the logic 
of the present order and sought to adjust its workings at the margin with the 
emphasis on new solutions, but to old problems. Only the experiments 
conducted in the two participating Local VAT Offices (LVOs) could be said to 
be radical in as much as they sought to replace the current model of organization 
with an alternative. 

For example, Marfield LVO was seeking complete control of the VAT visiting 
programme while Midtown developed an even grander, not to say grandiose, 
concept which would involve a redefinition of the terms of the relationship 
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between HQ and the LVO. The midtown propsal was, without doubt, the most 
visionary and conceptually elaborate of all the experiments. It stressed the need 
for the centre to set ends together with more subtle and agreed performance 
indicators, while leaving the means of achieving them to local LVO management. 
While this was merely adopting the broad concept behind the emerging Next 
Steps, the Midtown experiment proved to be better in concept than execution. 
It was the least successful of all the experiments in bringing about specific local 
changes and highlighted the importance of grounding visions in something 
tangible and being in step with, or at least only one step ahead of, the system, 
if only as a tactic for changing it at a later date. While at the broad conceptual 
level the proposal seemed consistent with the Next Steps philosophy, it went 
much further in seeking autonomy at a somewhat lower level in the organiza- 
tional hierarchy than the units which were subsequently allowed to have 
independence comparable with ‘Agency status’ — namely the Collections which 
became Executive Units. 

Being only one small step ahead of orthodoxy, as the majority of experiments 
were, proved to be the better tactic and even Marfield, while its intent was 
radical, adopted a phased, incremental approach to escalating the degree of local 
autonomy and demonstrated how it felt it had to handle Head Office in order 
not to discomfort it with the challenge of its plans. This did not mean, however, 
that negotiations with the centre to get approval for the experiments were any 
easier because of the marginal nature of the changes. It almost seemed that the 
more marginal the change to the system, the more the opposition or the greater 
the assurances that the centre required that delegation would not result in 
embarrassing mistakes, anomalies and/or significant decline in performance. For 
example, the experiment at Coketown Airport, while it only sought an 
amendment to one process within the Customs control over air passengers, 
generated so much concern at Customs Directorate that it required the direction 
of the Board before it was allowed to proceed. The intention was to simplify 
the existing procedures for processing petty smuggling offences by requiring 
all passengers detected to pay an on-the-spot penalty or face prosecution. 
Passengers would no longer have the option to surrender goods in lieu of a 
fine and this would result in savings in staff time, allowing them to concentrate 
on drug smuggling, and in the cost of warehousing the goods. The fear was 
that this would result in an alarming increase in prosecutions over minor offences 
and might also give rise to disputes in the baggage hall which together could 
compromise the department’s public image. The fears proved groundless and 
the experiment has been such a technical success, with large savings in time and 
money, that it has now become national policy. The Head Office Grade 5 who 
had so opposed the experiment at the outset, later very publicly admitted that 
his fears were not substantiated and said that the experiment had proved the 
worth of delegation. 

The process of formulating the experiments also made us realize that the term 
delegation is a relative one and if the experiments had sought to engineer a 
genuine participatory approach which was truly bottom-up, then they failed. All 
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of the experiments came from the middle and senior management tiers in the 
Collections and none was the product of a widespread or particularly participa- 
tive consultative pattern. The FMI had been top-down and, in contrast, these 
experiments were meant to be bottom-up, but the difference often depends on 
where you sit in the hierarchy. Viewed from HQ, all the seven experiments were 
bottom up, but that would have been true if they had been the personal 
suggestions of the Collector. Viewed from the lower reaches of the Collections, 
they were still top-down — but at least more local officers could see the top and 
be involved with it. This raises the question of whether a wide-spread bottom-up 
approach could only be achieved in large departments of the civil service through 
an intermediary middle-management-led phase. If not, and if a true bottom-up 
involvement is required, this phenomenon will need to be addressed. 

The question the experiments were seeking to raise was under what circum- 
stances would people get involved and what would be required to create those 
conditions. In other words, what changes needed to happen before widespread 
change could take place? It was always probable that these questions would 
refer to larger organizational matters which, although raised locally, could only 
be resolved at a higher level. This, indeed, proved to be the case and a number 
of issues were generated from the experiments. In addition, the authors 
conducted a series of interviews in HQ to ascertain attitudes at that level to 
developments in delegation and the experimentations and they revealed very 
similar concerns. There was much uncertainty over how a number of apparent 
contradictions could be resolved. Without such resolution, many saw ambiguities 
in the new delegations which left them unclear as to which values were being 
changed and which retained. ° 


There were eight main issues of this nature: 


Equity: — The taxation and Customs regimes are built on the notion of equity: 
that is, similar people in similar positions should be treated similarly. This was 
enshrined in the Taxpayers’ Charter which predates the Charter Initiative by a 
considerable number of years. The question which was expressed equally by 
the Outfield and HQ was how was this to be maintained if local personnel were 
to use their own initiative. 


Risk analysis: — Was not risk analysis a denial of equity? Exactly what would 
risk analysis involve and how would it be carried out — how would it change 
the current methods of operation? If it was an article of faith in the new world, 
could somebody show us what it looked like close up? 


Managing without the book: — What will replace the book of instructions, the 
bible of action? Bend it, go round it and rail against it — but what will inform 
action and give criteria of evaluation if it goes? Ordering people to be innovative 
with nothing to guide the actions was abdication of responsibility not delegation. 
It was going from one extreme to the other. People needed to know what was 
expected of them, even when set free. 


© Basi) Blackwell Lid 1993 


558 LAN COLVILLE, KEVIN DALTON AND CYRIL TOMKINS 


The role of the centre: — If the centre was not going to be issuing updates to the 
instructions and running the technostructure, what was it going to be doing? 
Was it likely that the technical functions would let go the reins of power and 
if they did, who would integrate and co-ordinate the activities of what was still 
a national organization? 


Performance indicators: — If the cost of freedom (and the means of co-ordination) 
was that individuals/teams/collections/executive units had to hit their targets, 
what would be the basis of performance indicators? Would the targets be well 
founded and based on consultation and negotiation? 


Responsibility and autonomy: — The Outfield was keen to see responsible 
autonomy in that they would not be held responsible for events beyond their 
control (for example, a failure to collect a certain level of VAT receipts because 
of the recession) and that powers commensurate with their responsibilities would 
be devolved. Responsibility without power was a real fear. 


New professional competences: — Assuming that Collections will have to operate 
within the world of responsibility and autonomy with the attendant concept of 
risk analysis, will the staff have the necessary competences and skills? Indeed, 
what are these skills and competences? Are they to do with questions of 
management style and leadership with middle managers learning how to develop 
teams? Or do they lie in the field of technical professional skills such as 
accounting? 


Reward and punishment: — The present regime works on the principle that ‘the 
only carrot required is the absence of the stick’. Its tradition is punishment- 
centred rather than reward-centred orientation and this militates against innova- 
tion and promotes the ‘avoidance of mistakes at all costs’ approach to life in 
the Outfield. Acceptable failure is not a concept that is easily understood at the 
operating level of the Outfield. The punishment regime would have to go if 
what was being sought was a greater reliance on local knowledge and judgement. 
But what would replace it? On what basis would people be rewarded, not to 
say managed? The whole question of how the department motivated its staff 
needed attention and it would seem to be as much a question of what it should 
stop doing as regards sanctions as to what it should do in the way of rewards. 


While some of these eight issues were not particularly difficult to resolve, 
and some very senior members at Head Office level could not see why some 
of these factors were issues anyway, the fact that such questions were widely 
raised suggested that these perceived ambiguities were undermining a complete 
acceptance of the new delegated approach even amongst those who wanted to 
support it. The department established a small group to study these issues and 
produce an agreed guidance statement on them. The episode indicates that 
change is not just about persuading people about the general desirability of the 
proposed change; engendering full support requires detailed attention to possible 
misperceptions and perceived inconsistencies which, while not apparent at one 
level, seem very real at another. 
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REFLECTIONS ON CULTURAL CHANGE 


Understanding order 
The search for excellence through strong organizational culture has become the 


motto and pursuit of the age (Peters and Waterman 1982; Deal and Kennedy 
1982). Strong cultures are valued because they provide coherence and meaning 
(Weick 1985) and what the department was seeking to create was a new system 
of meanings which had at their core notions of autonomy and responsibility. 
The problem with strong cultures, however, is that if you already have one, 
they can be an obstacle to change — especially when coupled with an absence 
of perceived crisis. In fact, they may actually become established because of the 
lack of a crisis over a long span of time. Strong cultures can be particularly 
problematic if the proposed system of relevancies differs markedly from the 
extant set, and they can be nigh on impossible to shift if the current ones have 
low adaptability. This provides another reason why change is so difficult to 
bring about in organizations like the civil service. It explains why most of the 
proposed experiments in HM Customs and Excise were not radical. 

Put differently, teaching giants to dance is difficult because it was not what 
they were born to do, nor have they had much practice at doing it and nor 
frankly, have they much time for it. If we see giants as the classic machine 
bureaucracy, the prognosis for change is not good, because the forte of such a 
structure is continuity and efficiency and not innovation (Mintzberg 1979, p. 
346). The whole purpose of the structure according to Mintzberg is to eliminate 
uncertainty and produce standardization via a strong technostructure which 
directs where, when and how. work is to be done. The lot of those who carry 
out the work is not to reason why, but to do or be disciplined by a fairly 
authoritarian system of close control. Concomitant with the demands to which 
this type of control system gives rise and consistent with its raison-d’étre, the 
middle managers act as ‘a maintenance crew’. As Mintzberg says, managers are 
rewarded for improving operating efficiency, reducing costs and finding even 
better controls and standards; not for taking risks, testing new behaviours and 
encouraging innovation (1979, p. 347). It would appear that it was just what 
giants are not good at and are not rewarded for that this new culture was 
seeking to promote. 

It was stated earlier, however, that these few experiments could not be 
expected to achieve cultural change unaided. Successful action in culture change 
is likely to be based on a deep appreciation of context and one of the best ways 
to gain such an appreciation is through action. In essence, the experiments were 
explorations testing the strength and dimensions of the existing culture. By 
taking action via the experiments, it was hoped to reveal a sense of both how 
things worked and what the staff schemas (Gioia 1986) driving these actions 
were, That was needed first before a sense of how things might be changed 
could be developed. If we understand culture to be a stock of knowledge that 
has been codified into a pattern of recipes for handling situations, then very 
often with time and routine they become tacit and taken for granted and form 
the schemas which drive action. The organization is characterized by ‘thinking 
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as usual’ and ‘of course assumptions’ which only become explicit when there 
is cause to attend to them (Schutz 1964). Action then, is important in surfacing 
the particulars of order, as was seen by the number of non-experiments which 
did not require any changes in order to proceed. It is also important in that 
while the routines function as a scheme of expression (i.e. here is what to do 
in order to obtain the best results), they also function as a scheme of 
interpretation, revealing the terms in which what is done is evaluated (Schultz 
1964, p. 95). To appreciate the current interpretation system is to have an 
indication as to which proposed changes will be feasible and this should influence 
the strategy adopted (Schein 1989). Successful culture change strategies are for 
this reason more likely to be sensitive to the culture that is to be changed 
(Wilkins and Dyer 1988). 

A familiarity with and sensitivity to the dominant attitudes in the Outfield 
suggested that the most common reaction to the experiments would be cynical 
indifference. This was cynicism bred out of past failures of reform together with 
the type of ‘natural cynicism’ that is endemic to the operational levels of a 
centrally driven bureaucracy. And while trouble was taken to make the experi- 
ments appear different and genuine in the way they were designed and run, few 
had any illusions as to how they would be greeted. This, after all, is an 
organization that is based on not taking people’s word for things and where 
gift horses are sometimes searched. However, there was a response and if the 
majority of the experiments were of limited scope, so be it. There was some 
success with the experiments as a change-vehicle, both technically (although 
that was not the prime purpose) and in terms of revealing the likely reaction 
to a call for experimentation under delegation powers. Moreover, the experi- 
ments did create wider interest and debate about the nature of delegation. This 
debate permeated most of the department's Collectors and Collections, which 
~ in turn itself helped to shape the developing nature of change. 

Indeed, the experiments were as much to do with how the rest of the 
organization dealt with them and what they provoked or evoked by way of 
response, as they were about whether or not the Outfield could cope with 
delegation. The ambiguity of the experiments in relation to the issues listed 
earlier invited speculation as to what they meant. A great many dismissed them 
as ‘flavour of the month’, but this was the standard defence ploy and there was 
just enough difference about them for those who came into contact with them 
to go beyond the Pavlovian response. If they were real and not just a passing 
fad, how real were they and what was their purpose? There was a growing 
acceptance, at least in the abstract, that the department was going to have to 
change its ways. But did delegation imply amendments to the current way, in 
which case the principles which governed what was done and how it was to 
be done would remain similar: that is, first order change (Watzlawick, Weakland 
and Fisch 1974, p. 10)? Or did it mean not so much mending ways as developing 
new ones, in which case not only how it was done but what was to be done 
would change: that is, second order change (Watzlawick, Weakland and Fisch 
1974, p. 10)? The issues that were generated by this debate and which were 
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adumbrated above essentially reflect the tensions and contradictions between 
the old and the new. Even if, in the absence of a clear understanding as to what 
the experiments implied in terms of the wider range of issues listed earlier, many 
were holding on to the present devil they knew as opposed to the possibility 
of a different future, they were at least doing change (Mangham and Pye 1991): 
that is, talking about, hence shaping, the content and process of change. 


DEVELOPING CHANGE 


The experiments were an excuse. Not so much an excuse for dancing — that 
was far too ambitious — but more as a means of getting the idea of dancing 
uppermost in people’s minds to begin with and subsequently to discuss what 
it might entail. The intention of the experiments was always that they should, 
by exploring context, alter the local departmental context and remake it in a 
form that produced a context more receptive to progressing change (see 
Pettigrew, Ferlie and McKee 1992). The experiments were a vehicle for change 
— they got things started, got a few people on board and they generated an 
agenda of issues that would determine what the next steps were. 

But just as there is more to dancing than knowing the next steps, so too is 
there the context in which change (dancing) is taking place and the time (tempo) 
in which it is set. At the beginning of the experiments, there was a lull between 
the FMI and the Next Steps with only a few talking about a need for cultural 
change. At the end of the experiments, the department had been signed up to 
a Next Steps framework document (although it was not to be made an Agency); 
a new round of experiments*in which every Collection was being asked to 
submit five experiments had been launched; the Personnel Directorate had 
instituted a Professional Manager Development course; there was a major 
investment in ‘Customs and Excise People’ which was stressing a change in 
culture to the ‘softer’ side of culture; and there had been a Corporate Services 
report which indicated how much of the non-technical support at HQ could be 
devoted to the Outfield. More recently, there has been a major report on pay 
and grading which should reinforce the direction of changes and the technical 

functions are all embarking on rewriting the book of instructions as frameworks 
or guidelines. 

It is impossible to specify the exact contribution made to change by the initial 
experiments, but if change is bound up with the meanings attached to events 
and the action possibilities that flow from them (Kanter 1982, p. 281), then the 
meanings and directions for behaviour (Mangham and Pye 1991) they have 
indicated have been gaining momentum and acceptability. They have not as yet 
become unquestioned as the new orthodoxy, but there is a coherence and 
consistency which is emanating from a number of events that confirms their 
status together with a changed sense of priorities. 

Brooks and Bate (1992), in reporting evidence from a newly formed Agency, 
discuss different models of change and in particular pose the question of whether 
first order processes (changes within a framework) can lead to second order 
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changes (changes of framework). They reject the thesis that they can, arguing 
that conceptions of radical incrementalism, or revolution through evolution, are 
contradictions in terms. The gradualist approach ends up reproducing at best a 
variation of itself in which first order processes lead to the classic plus ca change 
situation or, worse, they produce vicious circles of thinking, in which the 
organization gets more and more desperate as it goes round the same old loops. 
If this view holds, it indicates that change in the civil service will not be achieved 
without considerable upheaval, perhaps more than may be desirable. Our view 
is different. Just as in 1988 we argued that one should wait to see what impact 
the FMI was having, our observations in Customs and Excise lead us not to be 
so pessimistic about the ability to change incrementally: it is possible to bring 
about change without a major sense of crisis, although we would agree that 
change is much easier to achieve where a crisis occurs. 

We have a deal of sympathy with the Brooks and Bate paper but would 
argue that the distinction between first and second order is difficult to make in 
practice and that, as such, we would see them as heuristics. We prefer to think 
of the changes as building towards a reframing in which increasing numbers of 
people in the organization change their conceptual and emotional viewpoint of 
what is happening (Watzlawick et al. 1974, p. 95), building to form the critical 
mass that was absent at the start of the experiments. This is not to imply 
unanimous praise for or even agreement with the new directions, nor is it to 
say that the skills and abilities in keeping with such ambitions are in place. That 
will all come as they work through the subtleties and remove the ambiguities. 
What it does suggest is that there is a growing consensus as to a new direction 
in which the organization is heading and the implications this has for behaviour. 
Change has created expectations at all levels in the organization, not so much 
of the benefits that change is going to bring, but rather as to what changes are 
to be expected of people. 

The meaning of the experiments lay in the response to the expectations 
created by the experiments and how that in turn created a new context out of 
which new expectations would subsequently emerge. The Board have a key part 
in leading this process by providing definitional form to the emerging construc- 
tions such that it gives common meaning to common purpose (Barnard 1938). 
In terms of the metaphor, the strategic leadership comes from calling the right 
tunes that convince enough people that it is worth taking to the floor and that 
dancing is valued by the organization. 


SUMMARY AND CONCLUDING COMMENTS 


This article began by asking why change was apparently so difficult to achieve 
in the civil service and a number of reasons including the absence of crisis, 
strong cultures and the need to work through ambiguities have been presented. 
It is, however, easy for an outsider to underestimate the amount of change 
taking place. Even the much criticized FMI did play its part in the direction of 
recent change in the civil service, but its effects took such a time to work through 
the system that many contemporary assessments failed to detect the formative 
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nature of that change effort. We believe observers of change often have too 
strong a propensity to associate change with recent action and try to isolate 
effects from single causal factors. 

Culture, while not unchanging, tends to refer to those aspects of a society 
which do not change or do not change quickly and easily. This is because culture 
provides a system of recipes and values that confer identity and social character. 
Seven experiments alone never could bring about cultural change of themselves 
ree they did not engage the wider organizational system even if they 
command much of its attention. What they did, by taking action with respect 
to representative sections of the whole system, was to reveal the structure and 
character of the current culture to which future system-wide change attempts 
should be attuned. If the recent attention to viewing organizations as cultures 
emphasizes any particular feature of organizations, it is the importance of human 
schemas — that is, meanings attached to what has to be done and how to do 
it. People are the source of organizational transformation and a major problem 
with the mid-1980s departmental culture was its widespread doubt about the 
motives for change advocated from the centre. Exhortations to change would 
be viewed with mistrust. While it was not clearly seen by either the department 
or ourselves in advance, our experience now suggests that the best way to 
tackle both the cynicism and the task of changing a very strong culture is to 
frame as much activity as possible so that it is interpreted as making and 
subsequently reinforcing the overall direction of change. Even apparently quite 
different events are used over time so as to create a consistency which lends 
weight to the feeling that these changes are not superficial. 

In this way, although the labels may differ (the ‘Bath experiments’, the People 
Initiative, Next Steps, Single Market, etc), there was and continues to be a 
coherence which demonstrates that substance was and is changing. The Catch 
22 of change is that if you do not change the labels, people get bored and say 
that the initiative has gone past its sell by date (Gray et al. 1991, p. 49) if visible 
change does not occur relatively quickly. In contrast, if you do change the labels, 
the accusation is management by ‘flavour of the month’ which generates no 
commitment, hence no change. The best way to convince is by active participa- 
tion: action and experience of a continued commonality of underlying values 
and direction would lead to attitude change rather than the reverse. 

We conclude that if culture is located in the hearts and minds, then it is 
realized and changed through interaction which uses opportunities presented to 
it as well as time to confirm its new character. In our view, it is possible for a 
consistent pattern of first order changes to lead to second order change, and with 
it for cultural change to be achieved. 

Finally and to emphasize our viewpoint of change management itself 
being an adapting process through a continuing change of contexts, we draw 
attention to the latest developments. From the wider political context/viewpoint, 
William Waldegrave, as Minister for the newly formed Office of Public 
Service and Science, in a speech to the Institute of Directors in July 1992 
said, ‘there has been a genuine revolution in Whitehall’ and that the Government 
had ‘introduced the entrepreneurial spirit into the corridors of power’. 


© Basil Blackwell Ltd 1993 


564 IAN COLVILLE, KEVIN DALTON AND CYRIL TOMKINS 


If there was any doubt that Mr Waldegrave was talking about second order 
change, he continued: ‘We have had to restore the principle that the Govern- 
ment’s job is to govern not to administer, to steer not to row. We have not only 
been reforming Government; we have been re-inventing it’ (emphasis in 
original). 

Next Steps has enjoyed, up to now, all-party support, particularly from the 
Treasury and Civil Service Sub-committee that has been monitoring its develop- 
ment, on the grounds that it was improving the quality of management. There 
was always a feeling that Agency status might be a step on the way towards 
privatization, but it had not been declared as an intention. Mr Waldegrave said 
now, however, that wherever it was in the interests of the taxpayer and user, 
the government would prefer to privatize and that there will continue to be 
areas where the question of whether it is any business of government would 
be asked. For services remaining in the public sector, competition would be 
supplied by market testing and subsequent contracting out if the tender is lost. 
If the market could not be brought to a service for whatever reason, and the 
service must stay as a public monopoly, management improvements would be 
the key. During the speech, Mr Waldegrave gave praise to Sir Peter Kemp and 
if the speech itself was giving a number of messages, these were given a twist 
by the departure of Sir Peter some two days later. 

The context is still quite fluid and, so long as it continues to change, one can 
never isolate the full effect of any particular stimulus to organizational change. 
Indeed, even if organizational change eventually becomes minimal again, the 
effects may be reinterpreted and revised to suit the present situation. This 
rewriting of the history of organizational change allows events to move on by 
providing a closer correspondence with the requisites of new players and new 
demands (Kanter 1983, p. 287). 

The next steps after the Next Steps may have little to do with dancing. 
Revisions of the past may have to take place and some new action possibilities 
may just be emerging. In his speech, Mr Waldegrave said that many public 
servants are highly motivated and that as a result, ‘some of our services achieve 
standards of excellence. People in the public services want to do it better. It is 
the system that beats them. So we are changing the system’ (emphasis added). 
It may well be that in modelling themselves on business and seeking to imitate 
their management practices, the civil service has come to resemble business so 
closely that they may well be part of the private business sector. It may also 
be that rather than being concerned with the quality of the dancing, the 
government is more interested in who is doing the dancing and as a consequence, 
private dancing will be by definition excellent. Maybe it is none of this, but 
there will be a deal of activity, searching after the meaning (Weick 1987) which, 
as the experiments showed us, generates change and new contexts for action. 

After a long period of stability in the civil service culture, a successful change 
process requires more than a single stimulus like the FMI. That initial stimulus 
only began a period of transition, which itself takes on a changing character. A 
successful transition requires perseverance in applying underlying core values 
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through a series of events and different situations. In that way there is some 
hope of achieving lasting change and establishing a different stable culture — 
but the transition is still far from complete, despite the various phases of the 
transition already experienced. 
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CENTRAL GOVERNMENT DEPARTMENTS 
AND THE POLICY PROCESS 


MARTIN J. SMITH, DAVID MARSH, AND DAVID RICHARDS 


Government departments are central organizations in the development of public policy. 
Yet there is very little literature on the litical role of departments, their internal 
relationships and their relationships with other departments and other government actors 
and institutions. This article reviews the extant [erature on government departments. 
It argues that much of the existing research has either focused on the role of the Prime 
Minister or it has been institutional and static, providing an analysis of the administration 
and organization of departments rather than political interactions. The article therefore 
provides an altemative research agenda which stresses the need to examine the 
relationships and networks that exist within and between departments and how 
departments react to events and interests in the outside world. 


It is widely accepted that government departments are the key policy-making 
institutions in British politics. in addition to being the primary administrative 
units, departments are the focus for most of the policy process. However, in 
terms of research into central government, they have received relatively little 
attention. Much more work has been done on the Prime Minister and the so 
called ‘core executive’, although the heroic field of policy making, does not play 
a decisive role in all, or even most, of the policy process. 

Even when departments have been studied the analysis has been limited. 
Some attention has been paid to the organizational structures of departments 
and how they have changed. Nevertheless, with the notable exceptions of Heclo 
and Wildavsky’s The Private Government of Public Money (1981) and Thain and 
Wright's recent study of the Treasury (1992a; 1992b), there is little work on 
the politics of departments. Discussion of internal policy making has con- 
centrated almost solely on minister-civil service relations whilst analysis of 
relations between departments has been limited to department/Treasury interac- 
tion. There has been a significant body of work on the Cabinet but this has 
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been dominated by the discussion of prime ministerial power. In addition, work 
on interest group/department relations has strongly emphasized the interest 
group perspective. Consequently, analysis of departments has avoided some of 
the key relationships and so it has been both narrow and shallow. This article 
will highlight the weaknesses of existing literature and outline a new research 
agenda in relation to government departments. 

The article is organized into four substantive sections. The first section 
examines various definitions and classifications of departments and establishes 
why they are an important focus of research. The second section analyses the 
existing departmental studies; while the third section deals with the question 
of comparing departments, focusing on departmental structure and organiza- 
tional change. The final substantive area is the longest. It identifies a number of 
important research questions concentrating upon the political relations within 
departments; between different departments; between departments and the core 
executive; and between departments and the broader society. 


DEPARTMENTS: WHAT THEY ARE AND WHY THEY ARE 
IMPORTANT 


As Hogwood (1992a) has pointed out, it is contentious even to list government 
departments. Hood and Dunsire (1981, p. 40) believe that ‘the question is a deep 
legal (indeed philosophical) one and there is certainly no single and all- 
encompassing definition of such a thing’. This is demonstrated by the plethora 
of definitions of, and schemas for, classifying government departments. Many 
authors include only the departments which arè headed by cabinet ministers 
(see Rose 1987 and for similar lists see Madgwick 1991, p. 20; Clarke 1975, 
p. 65; Hennessy 1989). 

Such lists, however, are partial. In contrast, a number of authors have offered 
much more comprehensive definitions of government departments (Drewry and 
Butcher 1988; Dunleavy 1989a; Hood et al. 1978; Hood and Dunsire 1981; Pitt 
and Smith 1981; Pollitt 1984). Dunleavy (1989a, p. 273), for instance, disag- 
gregates departments recognizing that many have departmental agencies at- 
tached. Consequently he identifies 44 ‘ministerial departments (and elements of)’ 
and lists a further 38 ‘non-ministerial departments, departmental agencies, and 
other semi-detached agencies etc.’ Hood ef al. (1978), when beginning their 
research into the management of government, soon found that there was ‘no 
single or self-evident definition of “a central government agency” in Britain’. 
They point out that different government lists offer varying lists of agencies 
that are attached to departments, and perhaps most ironically the departments 
listed in the Treasury's ‘” Memorandum on the Estimates” are by no means the 
same as the Departments which actually appear in the estimates’ (Hood et al. 
1978). Consequently they distinguish between departments which are five star, 
ie. the departments which appear on all five departmental lists and the 
departments which are four star appearing on four etc. They finally accept a 
total of 69 departments. 

For the sake of clarity we have chosen to use the list of 61 departments in 
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the Civil Service Year Book definition. Of these 19 are headed by cabinet ministers 
and a further two, the Law Officer's Department and the Lord Advocate’s 
Department, are defined as departments of state. This raises the first research 
questions. What impact does the absence of a ministerial head have on the 
operation of a department? Does it change the way policy is made? Does it 
affect power relations within the departments and other departments? Does it 
lead to a different structure, different levels of autonomy and different types of 
policy? These are key questions given that non-ministerial departments account 
for about a quarter of the total UK civil service (Hogwood 1993, p. 20). 

Having defined departments, we are still left with the question of whether 
they are an important unit for research. The thrust of much analysis of central 
government over the past two decades is that the Prime Minister has become 
increasingly dominant in relation to departments. The Crossman thesis (sup- 
ported by Benn 1981) which emerges from the diaries and his more academic 
writings (see Crossman 1972) is that the department minister is highly dependent 
on the Prime Minister: ‘each Minister fighting in the Cabinet for his Department 
can be sacked by the Prime Minister any day. We must be constantly aware 
that our tenure in office depends on his personal decision’ (Crossman 1972). 
The view generated during the Thatcher era was that if a minister wanted to 
succeed she/he needed the Prime Minister’s support and that bilateralism was 
the key to policy development (Hennessy 1986). This thesis whilst often 
explicitly rejected has frequently provided the implicit research agenda (see 
Riddell 1990; Gamble 1988). The most recent literature provides a heavy focus 
on the Prime Minister (see Barber 1991; Madgwick 1991; James 1992). This 
provides a good indication of Row little attention has been paid to departments 
as a focus of research. There is too much emphasis on the Prime Minister; there 
always was but this was exacerbated by the emphasis on Mrs Thatcher and her 
policy style (see King 1985a; Minogue 1987). 

There are reasons to believe that even during the Thatcher government the 
central unit of policy making was the department. Except on particular issues 
of interest to the Prime Minister, or of central strategic policy, or a high level 
of controversy, the majority of policy making occurs within departments. This 
is a fact that has been acknowledged in much of the public administration 
literature. Smith and Stanyer (1976, p. 144) recognize that ‘in British central 
administration the main organizational unit is the department or Ministry ...’ 
Cross (1970, p.38) reinforces this view: ‘The ministerial department is the nodal 
point of the British administrative system... It is through the agency of 
government departments that policy is formulated and implemented.’ This view 
is given further impetus by Bruce-Gardyne’s and Lawson's (1976) study of the 
abolition of Retail Price Maintenance (RPM): 


The story of RPM abolition should be enough to dispose of the canard that 
the departmental minister under the modern British Cabinet system is — or 
at any rate needs to be — the Prime Minister’s poodle. He can have a mind 
of his own, and he can assert a decisive influence of his own... 


There are a number of limits on the power Prime Ministers can have over 
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departmental ministers. The Prime Minister clearly does not have the time or 
knowledge to be involved in all areas of policy. He/she lacks the bureaucratic 
support that the minister has in a particular area. Moreover, much departmental 
policy is routine and of little interest to the Prime Minister. Prime Ministers 
cannot continually sack ministers and will lose support if she/he is constantly 
interfering in the work of departments. Cabinet ministers often have their own 
resources in terms of party and public support and so can be difficult to remove. 
In 1988 the Prime Minister could not prevent Nigel Lawson following an 
exchange rate policy which she directly opposed because he was seen as the 
architect of Britain’s economic miracle and strongly supported throughout the 
Cabinet and the Party (Lawson 1992). To an extent, Mrs Thatcher’s demise was 
a consequence of her sacking too many senior ministers. 

Through their concept of the ‘core executive’ Dunleavy and Rhodes (1990) 
have demonstrated that the notion of prime ministerial power is too simplistic 
to help in understanding the workings of central government. This suggests 
that power within central government is based upon resource dependencies 
(Rhodes 1981) rather than a zero-sum conception of power. So, the relationship 
is not one in which the Prime Minister directs cabinet ministers, rather the Prime 
Minister needs departmental ministers in order to exercise power. This does not 
mean that there is cabinet government. As we suggest below the role of the 
Cabinet in policy making is limited. Little, if any, policy originates in the Cabinet. 
Its role is to arbitrate between conflicting ministries, to make strategic decisions 
and to approve major policy changes which might affect other departments (see 
Crossman 1972; Headey 1974; Mackintosh 1977; Hennessy 1986). 

Thus departments are the key policy makers for the majority of policies within 
British central government. The central unit of analysis is not the Prime Minister, 
the Cabinet, civil servants, ministers or interest groups (although these areas are 
obviously important in their own right) but the departments. This raises a 
number of key questions that need to be researched if we are to develop a 
comprehensive understanding of the policy process. How are relations co- 
ordinated between departments? What is the relationship between departments 
and the co-ordinating bodies? What formal and informal networks exist? What 
types of relationships exist within departments? What networks link departments 
together? How important are intra-departmental conflicts? How are ministers 
and civil servants inculcated with departmental values? How consistent are these 
values? What types of relationships exist between ministers and civil servants? 
What is the nature of relationships between departments? What impact does 
membership of the EC have on departmental policy making? How influential is 
the Treasury? What is the impact of FMI and ‘Next Steps” These are just some 
of the broad questions that need investigation. 

Given the importance of departments, why have they been subject to 
so little research? There are a number of reasons. Most research on departments 
has been undertaken from a public administration perspective. This approach, 
at least until the 1970s, was concerned with describing the mechanics, and not 
the politics, of policy making. Rather than examining power relations within 
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and between departments, it has focused on administrative change from a purely 
positivist or atheoretical perspective. All the substantive work on departments 
— Chester and Willson (1957), Pollitt (1984), Radcliffe (1991) — has examined 
organizational change and said very little about power and relationships within 
departments. 

However, even from within the political science discipline, which is more 
overtly concerned with power, little attention has been paid to departments. To 
some extent, political science has been dominated by a pluralist perspective 
which sees societal factors as important in determining policy outcomes. A 
number of pluralists saw the state as a ‘black box’. Consequently, relatively little 
research was done on what went on within the black box. The focus of research 
was on the pressures on government. Studies of government/interest group 
relations focused largely on the interest group end of the policy process. 

The research undertaken on central government concentrated almost solely 
on the key actors and institutions — in particular the Prime Minister and the 
Cabinet and this was exacerbated by emphasis on the role of Mrs Thatcher. It 
is important to acknowledge, as Anthony King (1985b, p. 1) points out: ‘All of 
the books on the prime ministership can easily be held in one hand; the books 
on the prime ministership and the cabinet together can easily be held in two 
hands’. Nevertheless, the Prime Minister and the Cabinet have received much 
more attention than departments. This is partly because political scientists have 
accepted the constitutional fiction that the Cabinet is the supreme decision 
maker. There has been little recognition of how the increased size and complexity 
of government has shifted decision making down toward departments and out 
towards management agenciés. Even Margaret Thatcher concentrated on a 
limited range of policy areas. 

In addition, it is frequently claimed that the absence of research is the result 
of the excessive secrecy of the British state. However, this may be more imagined 
than real. Heclo and Wildavsky and Thain and Wright had excellent access to 
the Treasury. There are countless Ph.D theses and monographs which acknow- 
ledge the assistance of civil servants and politicians (see for example Alderman 
and Carter 1992; Jordan and Richardson 1987). More could be achieved by 
addressing the problem imaginatively. For example, while it would be difficult, 
if not impossible, to interview current civil servants in order to investigate the 
politicization of the civil service, it would be feasible to interview a sample of 
civil servants who had left at a relatively young age and from fairly senior 
positions. If the research probed their reasons for leaving one could identify 
whether they left because of financial or political reasons’. There are many 
who have left and they are relatively easy to identify. 

Theoretical, epistemological and practical problems have resulted in re- 
searchers focusing more on the pressures on government, than government itself. 
When they have investigated central government, they have either adopted an 
‘administrative/managerial approach’ by examining organization or what might 
be called a ‘constitutional approach’ by focusing on the constitutionally 
important institutions of the Prime Minister and Cabinet. This has led much 
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research on central government to be artificially bound by the perennial question 
of prime ministerial versus cabinet government. An outline of some of the work 
that has been done on departments will amply demonstrate this point. 


DEPARTMENTAL STUDIES 


A comprehensive study of government departments was conducted under the 
auspices of ‘The New Whitehall Series’. These studies were written by Perma- 
nent Secretaries or ex-Permanent Secretaries and published mainly during the 
1950s and 1960s. This series included about twenty volumes covering most of 
the main ministerial departments of the time (for a selection see Bridges 1964; 
Emmerson 1956; Jenkins 1959; Pile 1979; Sharp 1969; Winnifrith 1962). These 
studies were largely institutional and descriptive. They provided an outline of 
the historical development of the respective department, described their work 
and provided a comprehensive outline of their structure and agencies. These 
studies undoubtedly provide useful, if somewhat dated, sketches of the policy 
making processes within departments. They also summarize the key policy 
changes. For example the study by Pile on the Department of Education 
examines the impact of demographic and social changes on the department and 
education policy. This study also provides a fairly legalistic account of the 
relationship between the DES and the local education authorities. Thus Pile 
(1979, p. 24) suggests that the ‘education service is operated as a partnership 
between the central authorities and the LEAs’. In doing so, he removes all the 
politics from this highly political relationship (see Rhodes 1988, p. 3). However, 
not all the studies are completely depoliticized. Winnifrith’s (1962) study of the 
Ministry of Agriculture demonstrates how agricultural policy was influenced by 
the economic conditions facing Britain after the war. 

There have been a smaller number of academic studies of individual depart- 
ments. For instance, there are a whole range of policy studies covering different 
areas (see for example Klein (1989) on health; Grant (1982) on industrial policy; 
Lowe and Goyder (1983) on environmental policy) but rarely, if ever, do these 
books examine departments in detail. 

One area which has been subject to a number of studies has been education 
(see Kogan 1975; Jennings 1977; Saran 1973; Salter and Tapper 1981). 
Interestingly, Salter and Tapper criticize the other studies for focusing on a 
pressure group approach to educational policy. In this way, Kogan (1978), when 
examining educational change, does not deal with the Department of Education 
until the last chapter. Even then the focus of the analysis is on how the 
department responds to pressure groups and the outside environment. 

Salter and Tapper do emphasize the importance of the DES. They suggest 
that the discussion of educational policy takes place within a ‘bureaucratic 
process which is far from passive in its policy preferences’. They use a 
combination of a Marxian and State-centred approach to suggest that: ‘(the DES) 
is in a position to arrange not only the agenda of the negotiations but also to 
advise on the financial considerations involved in particular policy outcomes and 
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the changes in the state apparatus required in order to implement certain 
policies’. Salter and Tapper’s work is certainly an advance on most investigations 
into the DES (and even other departments), but they say little about the internal 
relationships within the department and how, in particular, the process of agenda 
setting occurs. There have been other fairly descriptive departmental studies, 
for instance Clarke (1971) on the Ministry of Technology and Roll’s (1966) 
article on the Department of Economic Affairs. 

Pitt and Smith (1981) provide one of the few political analyses of a 
government department; the Post Office. They examine how the organizational 
structure affected the department and the ways in which its behaviour and policy 
was influenced by its relationship with the Treasury. They then demonstrate 
the impact that ‘hiving off’ had on the ability of the Post Office to make policy 
and so are concerned with the ways in which organizational structures affect 
policy outcomes. They conclude: ‘The case of the Post Office shows that the 
achievement of organizational ability is neither straightforward nor painless. 
Constitutional reform does not necessarily produce change’ (Pitt and Smith 1981, 
p. 131). 

Despite the importance of departments, there have been relatively few detailed 
studies of the internal structures and processes of individual departments. Those 
that do exist are brief, descriptive and dated. The only department to be studied 
in any detail is the Treasury (Bridges 1964; Brittan 1964, 1971; Heclo and 
Wildavsky 1974; Pliatzky 1982, 1989; Roseveare 1969; Thain and Wright 1990, 
1992a and 1992b; Young and Sloman 1984). The key book is Heclo and 
Wildavsky’s The Private Government of Public Money (1981). The Treasury, 
because of its role as the provider of finance, is the central department in 
Whitehall. All departments need money and so the Treasury has access to every 
department. The Treasury also has a central role in the supervision and 
development of all departmental spending plans. Consequently, the Treasury 
frequently influences policy decisions. As Heclo and Wildavsky suggest: ‘since 
nearly all policy involve some expenditure, the Treasury gets the opportunity 
to know about the principles and has some hand in the shaping of all 
departmental policies’. Heclo and Wildavsky emphasize how the Treasury 
maintains its dominance through the use of the ‘folkways’ of Whitehall. 
However, whilst these folkways provide the Treasury with a central role they 
also restrict its ability to cope with new problems. The focus of Heclo and 
Wildavsky is on the culture of Whitehall and how this defines and delimits the 
informal and formal relationships which exist within the Treasury and between 
the Treasury and other departments (see p. 1i and p. 1). 

The limited number of actors and their spatial concentration means the 
‘co-operation of operating departments is essential’ (p. 7). Thus a relationship 
of trust and dependence has developed between the Treasury and the depart- 
ments. Moreover, in order to maintain its dominance over specialist departments, 
the Treasury ‘must claim a special expertise that belongs to no other department. 
That it indeed does so is an important part of the Treasury culture’ (p. 42). 

Heclo and Wildavsky's account is also interesting because it focuses on one 
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of the key aspects of the policy process — Treasury/department relations. They 
make a number of points about these relationships. First, the relationship is often 
ambivalent. Whilst departments admire the Treasury, they also ‘fear it’ (p. 77). 
Second, they see civil servants as the cement of the relationship: ‘Co-operation 
is facilitated by the fact that despite departmental allegiances, all officials are 
part of a greater civil service society’ (p. 80). Third, disputes between the 
departments and the Treasury are settled by discussion in ‘early, bilateral 
consultations between Departments and Treasury officials on a face-to-face 
basis’. Fourth, although the relationship is based on trust, departmental ministers 
are also involved in a game where they try to get as much from the Treasury 
as possible. Hence Kenneth Clarke’s admission that he added substantially to 
his public expenditure submissions to the Treasury. Thain and Wright (1992, 
p. 8) point out that ‘the strategies of departmental ministers representing a 
variety of different pressures will normally dictate additional public expenditure’. 
Fifth, co-operation between departments is rare but does occur when ‘they find a 
common interest in assaulting Treasury rules that affect them all adversely’ 
(p. 96). 

Heclo and Wildavsky also place a great deal of emphasis on the role of the 
Principle Finance Officer. The PFO’s position is interesting because she/he has 
to be Janus faced. In a sense she/he represents the Treasury to the department 
and the department to the Treasury. There clearly is a substantial gap in our 
knowledge of PFOs and the work they do and how they develop Treasury/ 
department relationships. 

Heclo and Wildavsky provide a useful analysis of a department. They 
demonstrate many of the key issues that need tobe investigated: how informal 
relationships work; how relationships develop between departments; how 
Whitehall excludes certain interests and the importance of culture in the policy 
process. They do not, however, say much about the internal organization of the 
Treasury although they do point out the inadequacies of organizational charts 
and the importance of informal relationships, structures and meetings (see pps. 
7, 68, 71-3). The weakness of their approach is that it is almost an impressionistic, 
symbolic interactionist approach to government departments. They focus very 
strongly on individuals and their ‘presentation of self’ after the inculcation of 
departmental values and so say little about structural constraints and organiza- 
tional dynamics, and how they affect individual actions. They also more or less 
completely ignore the role of outside actors and thus present the Treasury as 
a hermetically sealed organization. Perhaps their major omission within the 
context of the Treasury is to ignore the role of the City and the Bank of England 
(see p. Ixx). The Treasury is the nexus of financial and economic policy in Britain 
and consequently relations between the City and the Treasury are crucial to 
understanding the policy process (see Moran 1984), It seems impossible to 
examine economic and financial policy making without looking at these external 
factors. 

Thain and Wright (1992a; 1992b) to an extent update the analysis of Heclo 
and Wildavsky. They show that a great deal has changed. The Treasury's annual 
survey of expenditure is now the central element of control over public 
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expenditure. Although much remains the same: ‘the principles governing its 

preparation, the methodology employed and the conduct of negotiations 
between the Treasury and the departments have changed’ (Thain and Wright 
1992a, p. 23). Thain and Wright emphasize that the whole process has been 
formalized. Nevertheless, they argue (p. 23): 


The medium of exchange in the bidding process has been little affected by the 
formalization of the survey procedures. Most decisions about the allocation 
between programmes continue to be made as the result of mutually acceptable 
agreements negotiated between the Treasury and the spending departments; 
a few become the subject of bargaining conducted by Ministers face to face 
in bilaterals. 


Thain and Wright provide a political account of the relationships within the 
Treasury and between the Treasury and other departments. They point out that 
within the expenditure process there are distinct sets of interests (Thain and 
Wright 1992b, p. 193). More importantly, 


There is a small, permanent, stable, cohesive and exclusive policy network 
focused on the (expenditure) survey process. Membership is precisely defined 
by the circulation list of the Survey Guidelines, some 200 officials (and their 
ministers) from about two-dozen Whitehall spending departments. The inner 
core of key members is equally defined by the ‘inner PESC’ of PFOs and senior 
Treasury Officials. Relationships within the policy network are regulated by 
policy rules which determine the agenda of expenditure issues and how they 
are handled, and behaviowral rules which govern the conduct of members 
towards each other when they transact expenditure business (194-5). 


Thain and Wright are aware that intemal relationships are highly political and 
are structured by the values, rules and roles of policy networks. Indeed, they 
do an excellent job in updating Heclo and Wildavsky. In particular, their work 
tells us a great deal about the current relationship between the Treasury and 
departments and concerning the form and content of negotiations between them. 
Thain and Wright indicate the approach which needs to be taken to other 
government departments. 


COMPARING DEPARTMENTS: STRUCTURE 
AND ORGANIZATIONAL CHANGE 


Whilst the studies of individual departments, with the exception of the Treasury, 
have been limited and few, there have been a number of studies which analyse 
a range of departments in order to compare their structure and organizational 
change. One of the earliest comprehensive studies is Chester and Willson, The 
Organization of British Central Government (1957; 2nd. ed. 1968). They give a 
brief outline of the development of central government, the size of the civil 
service and the number of departments. The bulk of the book is then concerned 
with describing each of these departments. More recently, Hennessy outlines 
the structure of the main departments and he gives information on their budgets 
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and management systems. He also provides a vignette of each of the depart- 
ments. For example: ‘The DTI is the Ethel Merman of the Whitehall scene — it 
has had more come-backs than can be counted’ (Hennessy 1988, p. 432; this is 
a theme also pursued in Hogwood 1984). Hennessy then goes on to point out 
the clashes that have occurred in departmental philosophy in the DTI. Yet again 
Hennessy’s account is largely descriptive and anecdotal. 

An attempt at a more systematic analysis of departments is made by Hood 
and Dunsire (1981). Their extant aim was ‘emphatically not to discover the 
government's policy secrets merely to map its organizational structure ... in 
fairly simple terms’ (Hood and Dunsire 1981, p. 38). They then devised twenty 
or so ‘possible measures of admunistrative structures’ which they grouped under 
five headings: a) specialization and differentiation; b) expertness; c) dispersion; 
d) number of associated bodies; e) measures of hierarchy. Subsequently, they 
used this ‘objective’ information to assess each of the departments against these 
criteria. These measures created a multidimensional map of how departments 
related to each other. They analysed departments on various criteria in order 
to establish ‘the extent to which any other department appeared more than 
once among its three nearest neighbours in the various analyses ...’ (p. 153). It 
appears that the connections Hood and Dunsire established are based on 
quantitative similarities rather than any ‘real world’ political interactions. 

Dunleavy (1989a; 1989b; 1991) has used the ‘bureau-shaping’ model to 
provide an ‘Architecture of the British Central State’. The bureau-shaping model 
suggests that bureaucrats ‘try to reshape their departments as small staff 
agencies, removed from lines of responsibilities and hence more insulated from 
adverse impacts in the event of overall spending reductions in their policy area’ 
(1989a, p. 252). This model demonstrates that ‘many contemporary administra- 
tive systems are multi-organizational and less hierarchical in their operations 
than classical accounts assume’ (1989a, p. 252). Dunleavy then goes on to analyse 
different definitions of budgets and five main analytic types of agencies. He 
demonstrates that the extent to which budgets increase depends on the type of 
budget and the type of agency involved. So the bureau-shaping model would 
expect little budget maximizing by control agencies and Dunleavy demon- 
strates that this is the case (see 1989b). Although Dunleavy offers explanation 
rather than description, by explaining the impact that certain organizational goals 
and structures have on outcomes, he is doing so at a fairly high level of 
aggregation. There is no examination of the internal processes of departments. 
Hence Radcliffe (1991, p. 41) claims that Dunleavy’s study is ‘strongly non- 
political in that Ministers themselves and the political environment in which 
departments operate are largely absent’. 

One central area of departmental research has been the impact of organiza- 
tional change. This work has ranged from studies of single departments 
(Hogwood 1984) through comparisons of two departments (Radcliffe 1991) to 
comparison throughout government (Pollitt 1984). Clarke (1975) examines 
organizational change between 1914 and 1974. He concludes that changes occur 
as the result of ‘underlying forces at work’ such as: increasing varying cabinet 
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places, improving co-ordination and increasing the size of departments: ‘All 
these considerations suggest that changes have come about as a result of gradual 
realization that it was practicable to reduce the number of major departments 
radically’ (Clarke 1975, p. 93). However, Hogwood (1992b) demonstrates that 
since 1974 there has been some shift away from ever larger departments (for 
example, the splitting of the DHSS). He maintains (1992b, p. 175) that: ‘There 
has been some shift toward rationalization and consolidation of functions. 
Government departments now much more closely correspond to the major 
public expenditure functions ... But an equally important feature has been the 
frequency of changes, though the pace of change has slowed down since the 
mid-1970s.’ 

Pollitt (1984) traces the organizational changes that have occurred within 
government since 1964. He mainly describes the process of decision making 
that occurred and outlines the structural changes that resulted from policy 
decisions. In his view decisions to change structures ‘usually emerge from private 
informal discussions between the Prime Minister and the Head of the Civil 
Service’ (1984, p. 125; Hogwood 1992a offers a different interpretation). 

Radcliffe (1991) provides a detailed examination of the impact of organiza- 
tional change on two government departments. His concern was with how the 
1970 White Paper, ‘The Reorganization of Central Government’, was imple- 
mented in relation to the creation of the Department of the Environment and 
the Department of Trade and Industry. He examines how a departmental ethos 
was established in the new departments and how various agencies were 
integrated. He concludes by suggesting that the impact of the Secretary of State 
was important in determining the effectiveness of reorganization (1991, p. 192). 
He also demonstrates that those with executive or highly specialist functions 
were the most resistant to integration. 

In some ways these studies of the impact of change on the machinery of 
government have been the most detailed and comprehensive analyses in the 
research on British departments. This focus has continued during the Thatcher 
era. Mrs Thatcher had a significant impact on government through privatization, 
the Financial Management Initiative (FMI) and the Next Steps Agencies (see Lee 
1980; Greenaway 1985). Although Delafons (1982) demonstrates that concern 
with management and efficiency has been developing since the 1950s, it is the 
1980s which has been identified as the era of the ‘New Public Management’ 
(NPM) with its concern to reverse or slow government growth, privatization 
and the development of automation (Hood 1991). In Britain the NPM has taken 
a number of practical forms. First, the FMI was launched in 1982 with a number 
of aims: ‘to provide managers in departments with clearly defined objectives; 
to promote clear specification of responsibilities for both resources and opera- 
tions; to provide the necessary support (information, training and related 
management resource for the execution of responsibilities’ (Cmnd. 8616 quoted 
in Gray ef al. 1991, p. 47). The goal was to provide each department with a 
management system which enabled the minister to obtain information of the 
department's operations and use of resources (Gray et al. 1991; for systems in 
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each department see Hennessy 1989). Second, this concern with financial 
management and the three Es has led to the development within government 
of an increasing use of performance indicators as a mechanism for assessing an 
organization’s performance (see Carter 1988; 1991; Carter, Klein and Day 1992). 
Third, has been the shift to the Next Step Agencies.-The hiving off of 
government agencies is not a new phenomenon (see Jordan 1976) but it achieved 
a new impetus under the Thatcher government and had a significant impact on 
the organization of departments. 

Next Steps developed from the Ibbs report (Jenkins, Caines and Jackson 1988). 
The report suggested that in order to improve efficiency within government, 
‘agencies should be established to carry out the executive functions of govern- 
ment within a policy and resource framework set by a department’. In this way 
departments will be reduced in size with the slimmed down ‘core’ responsible 
for policy while the agencies assume executive functions and deliver services. 
Although the chief executive is responsible to the minister, he enjoys managerial 
independence within a preset budget and will be judged by results. As Hogwood 
points out (1993, p. 3), although such agencies marked a radical change in the 
British context they bring Britain more in line with the Swedish and United 
States models. 

By January 1993, 76 Next Steps agencies had been established with a further 
26 under consideration (Parliamentary Companion No.14 January 1993). A 
number of assessments of these new agencies have been published (see for 
example Davies and Willman 1991; Efficiency Unit 1991; Flynn et al. 1990; 
Goldsworthy 1991; Hogwood 1993; Price Waterhouse 1990; Radcliffe 1991; 
RIPA 1991; Treasury and Civil Service Committe? 1990). 

The agencies vary enormously in size, ranging from 30 employees (the Wilton 
Park Conference Centre) to 65,000 (the Social Security Benefits Agency). In fact, 
a number of agencies employ more people than some departments. The origins 
of agencies is varied; some were previously separate non-ministerial departments 
(the Intervention Board), others were separate units within departments (the 
Driver and Vehicle Licensing Agency), while a third group had no prior 
autonomy. There is also considerable variation in the way agencies are funded 
with some receiving 100 per cent government funding while others raise all 
their revenue from fees or charges (see Hogwood 1993). The growth of agencies 
clearly raises a number of questions which are crucially important. How much 
autonomy do agencies enjoy? How clearly has the line been drawn between 
policy and operational matters? (on these questions see Price Waterhouse 1992). 
What are the relationships between the core departments and the agencies? To 
what extent is there direct bargaining between the agency and the Treasury 
over resources? 

Despite the importance of these questions it is the issue of accountability 
which is most crucial in assessing the development of next steps agencies. As 
Hogwood suggests (1993, pp. 15-18), a variety of formal and informal aspects 
of accountability need to be explored: accountability to departments and 
ministers; accountability to central departments, especially the Treasury; ac- 
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countability to Parliament; and accountability to the broader public. All these 
aspects deserve more attention. 

A further point raised by Hogwood is that to date, most of the work on 
agencies, and particularly that dealing with the question of accountability, fails 
to recognize that the great variation among agencies has very important 
consequences. The agencies differ greatly in their degree of autonomy and the 
extent to which they are accountable. Certainly, as Hogwood indicates, there 
is a ‘need for micro-level analysis to plot the operation of accountability in 
practice in a variety of forms’. 

More generally, issues of departmental change are important for what they 
tell us about how structure affects policy. Much of the research discussed above 
seems content to describe the structural change and problems with implementa- 
tion rather than dealing with the questions of how these changes affect the 
internal politics of the departments and the policy process. The literature on 
policy networks demonstrates that departments often provide the core of a 
policy network (see Jordan 1990; Marsh and Rhodes 1992; Smith 1990). 
Frequently, the departments provide a focus for a very closed relationship which 
has substantial impact on policy outcomes through its ability to exclude 
particular groups and issues from the policy agenda (Rhodes 1988; Smith 1992). 
This raises the question of how departmental structures affect policy outcomes 
and how changes in the structure of departments affects particular policy 
networks? 

Russell (1989) and McInnes (1990) demonstrate how the structure of the 
Department of Energy has constantly favoured certain interests and policy 
outcomes over others. McInnes (1990, p. 18) maintains that ‘The Department of 
Energy is structurally biased in favour of some interests...’ While energy 
conservation has its own division within the department, as has Atomic Energy 
and Gas, these fuels also: ‘have powerful groups outside the department, 
furthering their interests, energy conservation does not. In these circumstances 
it is easy to see why energy conservation — the fifth fuel — remains relatively 
under-utilized, despite its great economic efficiency (p. 19). A point confirmed 
by Russell (1989). Hence, the way the Department of Energy is structured biases 
policy outcomes. Because energy conservation lacks external resources and a 
national organization there is little pressure to make it a priority or to try to 
win resources from the Treasury for such a policy. 

There has been relatively little detailed research into government departments 
and what does exist tends to be a highly descriptive and technocratic approach 
to organizational change. Thus this article proposes a new research agenda for 
central government in general, and departments in particular. 


TOWARDS A NEW RESEARCH AGENDA 


The approach of future research must be practical and political rather than 
constitutional and administrative. It should be practical in the sense that it must 
focus on where decisions are actually made rather than where the constitution 
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implies they are made. Thus the focus would be departments, bureaus within 
departments and cabinet committees rather than the Prime Minister and the 
Cabinet. This helps to break out of both the prime ministerial/cabinet and the 
civil servant/minister dichotomies. Within departments, civil servants and politi- 
cians usually interact on the basis of dependence not conflict. Both have resources 
that the other needs (for example, knowledge from the official; political authority 
from the politician) and on this basis they make policy. Hence, the analysis needs 
to be political by focusing on the power relations between actors within 
departments, bureaus and agencies and between departments and other depart- 
ments and the centre and Treasury. The central focus has to be on the 
interdependent nature of power and the complexities of exercising power. 

A new research agenda will need to be much more theoretically informed 
than the previous works in this area. There is a necessity to take account of 
developments in theories of power. Structuration suggests the importance of 
examining how power is inculcated into the mules of every day interactions 
(Giddens 1986). Similarly, Foucault’s (1980) notion of micro-power stresses the 
need to be aware of power in all situations and to see power as something that 
is exercised through the strategies of all actors. Thus, research must examine 
how certain power relations are institutionalized within departments and the 
strategies various actors develop in order to deploy the available resources. 

Developments in state theory similarly suggest a new research agenda. Statism 
(Skocpol 1985; Nordlinger 1981) emphasizes the autonomous power of the state 
and the need to focus on the state as an actor with its own interests and resources. 
New institutionalism (March and Olsen 1984) stresses the impact of organiza- 
tions in shaping decisions and policies. The policy ‘network (Marsh and Rhodes 
1992) approach underlines the impact of interactions between actors and how 
these interactions are important elements in the policy process. 

There has also been increased stress on the need to disaggregate analysis 
(Rose 1984; Dunleavy 1991; Marsh and Rhodes 1992). The central state is not 
a unified actor but a range of institutions and actors with disparate interests and 
varying resources. As Dunleavy (1991) demonstrates, the reaction of actors 
within particular bureaus to the question of size depends on the nature of the 
bureau and the nature of its budget; generalizations about the maximizing of 
budgets cannot be made from aggregate analysis of government. We need to 
examine how different departments behave and how various decisions within 
those department are made. The policy process will vary according to the 
department/agency that is analysed and hence there is a need for comparative 
research across both sectors and states. 

The theoretical developments and the emphasis on disaggregation raise the 
important question of the level of analysis. Too often investigation of the central 
state has been characterized by grand theory and micro-level empirical work. 
Theoretical approaches such as Marxism have been concerned with the nature 
of the state as a whole and historical sociology has been concerned with the 
development of the state across centuries. Very little attempt has been made to 
theorize the state at the disaggregated level of the department or the agency. 
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Approaches such as the ‘bureau shaping model’ and ‘policy networks’ do 
provide some of the theoretical tools. It is now important to undertake the 
empirical work which does not just focus on the micro-questions of administra- 
tive change but focuses on the meso-level of departmental decision-making 
within an organizational context. This also implies the use of a variety of 
methodologies (see Rhodes 1993) including both quantitative analysis such as 
Rose’s programmatic approach and ethnomethodologies such as Heclo and 
Wildavsky’s analysis of the Treasury. Thus a new research agenda needs to be 
multi-theoretic in using a range of approaches to raise new and diverse questions 
about the nature of central government. The next section of the article will 
examine some of the key power relationships and outline some of the important 
research questions that arise. 


DEPARTMENTS: RESEARCH QUESTIONS: 


Relations within Departments 

Much of the research reviewed hitherto focuses on departments and defines the 
department as the unit of analysis. This subsequently ignores the relationships 
and politics within departments. If departments are policy-making bodies, then 
much of the process of policy making goes on inside the departments. It is 
therefore important to analyse the internal relationships within departments. 
Departments are not unified organizations with single goals. Departments are 
divided into divisions responsible for major functions and headed by an 
Under-Secretary with two or three divisions grouped under a Deputy Secretary 
(Stanyer and Smith 1976). 

Thus the relationships between these sections are a central site of much of 
the political process. It is important to remember that, ‘Most activities occur 
without Ministerial scrutiny’ (Kogan 1971, p. 48) and therefore the majority of 
internal politicizing occurs between civil servants rather than between civil 
servants and ministers. Gray and Jenkins (1985) stress that there is a tendency 
within departments, ‘To fragmentation which functional differentiation might 
promote’ (p. 92). So for many departments there are conflicts over which 
interest/function should be given primacy. For instance, in the Ministry of 
Agriculture, Fisheries and Food it seems that the elements of food, environment 
and consumer interests are often submerged under the interests of agriculture 
(Smith 1990). Similarly, Ponting (1986, pp. 98-99) highlights how the: ‘rivalry 
between the Services, mainly for money but also for power is bitter and 
continuous ... Every year there are wrangles over the splitting up of the Defence 
Budget, often reaching the ludicrous situation where one service would rather 
see money wasted than being spent on a rival.’ The rivalries and conflicts have 
become greater with the establishment of ‘super’ departments where many 
different functions are amalgamated into one ministry and where rivalries are 
often reinforced by the fact that a junior minister is placed in charge of a 
particular section (Theakston 1987). 

Within departments there are often functional, political and technical divisions. 
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Rose believes that the unity that is frequently imposed on departments is very 
misleading, ‘a ministry lacks a central nervous system’ (Rose 1987, p. 239). Thus 
much of the interaction within departments is informal and based on negotia- 
tions. This is a central field within the policy process that remains under- 
researched. What sort of relationships exist within departments? What is the 
nature of intra-department networks? How much conflict or consensus is there? 
How do these relationships vary according to the department? 

Despite this potential for conflict, many discussions of departments have 
talked of the strength of the ‘departmental view’. Radcliffe argues that there is 
an accepted departmental view which develops over time and is submitted to 
the Cabinet through the minister and may result in the failure of collective 
decision making (Radcliffe 1991, p. 19). Bruce-Gardyne and Lawson (1976, p. 
109) demonstrate that one of the reasons for the abolition of RPM was that the 
Board of Trade kept the issue alive: ‘pressing on successive governments and 
successive Ministers, a specific departmental policy grounded in a clear depart- 
mental philosophy’. Many commentators have suggested that Britain’s industrial 
policy (or lack of it) owes much to the dominance of laissez-faire beliefs within the 
Treasury and the Board of Trade (Gamble 1990; Grant and Wilks 1983; Hall 
1986; Zysman 1983). Britain's economic decline has been blamed on the 
Treasury's negative view of government spending and concern with specific 
economic indicators (Brittan 1964; Eatwell 1981; Pollard 1982). 

Such is the importance of the departmental view that in the creation of the 
new super ministries in the 1970s, the establishment of a departmental view 
was seen as being a high priority (Radcliffe 1991). These values are central to 
the department. They can unite or divide a department, they limit the policy 
options and access to the policy agenda, and they may divide departments 
against each other. Yet as Gray and Jenkins (1985, p. 32) point out: ‘we know 
little about how values and interests develop or about how administrators are 
politicized in terms of interests which they might seek to promote’. The existence 
of departmental values and ideologies seems to be a key area of research. It 
seems important to establish to what degree they exist? Do they exist in all 
departments? How consistent are they across time? What happens in reorganiza- 
tion? How easy is it to change departmental ideologies? How are ministers and 
civil servants inculcated with these values? What happens when a minister 
opposes the departmental view? 

` An area of internal departmental politics which has been subjected to much 
research is minister-civil servant relations. There are a number of approaches to 
this question. The constitutional view sees civil servants responding, at the very 
least, to the framework established by ministers (Butler 1989; Wass 1984; Wilson 
1976; Young and Sloman 1982). The conspiracy view believes that civil servant's 
have a particular view-point, whether it is as a class or élite, and they use their 
resources and informal networks to thwart ministers who try to follow policies 
of which they disapprove (Benn 1981; Sedgemore 1980). The élitist view sees 
civil servants as coming from a particular class and this creates a view of the 
world which is pursued by the élites’ dominance of the system and the 
interrelationship with the political élite (Hennessy 1989; Kellner and Crowther 
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Hunt 1980; Miliband 1969). Finally the bureaucratic view sees civil servants as 
having access to particular bureaucratic resources which gives them advantages 
over their ministers (Gray and Jenkins 1985). 

It is clear that much of the time civil servants make policy and that they have 
the experience, knowledge and time that is not available to ministers (Kogan 
1971, p. 42). This often places a minister at a severe disadvantage in relation to 
his/her civil servants. The Diaries of Benn, Castle and Crossman reveal that the 
minister-civil servant relationship is often difficult. Nevertheless, Crossman 
(1972) points out that civil servants need ministers to represent the department 
in Cabinet and to the Treasury and the public. Therefore it is too simplistic to 
see the relationship as one of conflict. Ministers can frequently choose the agenda 
of policy (Kogan 1971; Headey 1974) and civil servants see it as their role to 
support the development of these issues. As Theakston (1987, p. 106) states: 


Life in Whitehall is not lived in a state of permanent conflict between ministers 
and civil servants. Analyses of policy-making which focus on adversarial 
confrontations between ministers and the civil service oversimplify and 
distort. Relations are complex and fluid, and the lines of division are more 
often than not to be found not between the political and bureaucratic elements 
in government but within them as alliances of ministers and officials compete 
with each other to advance particular goals or defend common interest (see 
also Drewry and Butcher 1988, p. 82). 


The focus of future research needs to be less on conflicts between ministers and 
civil servants and more on how they build relationships and trust in order to 
achieve departmental goals in interdepartmental conflicts. 


Relations between departments 
Ponting (1986, p. 102) related how: 


Much of the work of Whitehall is institutionalized conflict between the 
competing interests of different departments. Each department will defend its 
own position and resist a line that while it might be beneficial to the 
government as a whole or in the wider public interest, would work against 


the interest of the department. 


This conflict can take a number of forms. It can be bilateral whereby departments 
attempt to sort out a problem which concerns shared territory. Or ıt can be 
multilateral and formal where an issue involves several departments and can 
only be resolved in a cabinet committee. Frequently the conflicts occur over 
issues of expenditure or territory (see Madgwick 1991). Crossman records how 
in his first meeting with his Permanent Secretary at the Ministry of Housing 
she told him that he had been reponsible for selling the department down the 
river because of Wilson’s decision that Fred Willey should be in charge of 
planning: ‘As soon as she realized this, Dame Evelyn (Sharp) got down to a 
Whitehall battle to save her department’ (Crossman 1975, p. 25). 

Yet, the Westland Affair demonstrated that conflicts frequently concern policy. 
The Department of Trade and Industry fought an intense battle over whether 
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the Westland Helicopter company should be saved by a European Consortium 
or the US company Sikorsky. The intensity of the battle was such that it involved 
secret meetings of ministers and various interests, leaks to the press and the 
eventual resignation of two ministers (Dunleavy 1990; Linklater and Leigh 1986). 
Similar policy conflicts were revealed during the salmonella in eggs affair (Smith 
1991). 

Nevertheless, despite the continued presence of interdepartmental conflict (see 
Street 1988 on Aids policy; Parkinson and Duffy 1984 on inner cities), most 
conflicts do not reach the level of Westland or salmonella. Gray and Jenkins 
(1985, p. 40) assert: ‘... the organizational politics of Whitehall that encourage 
interdepartmental compromise reflect a mutual dependence on not publicizing 
issues.’ In the majority of cases if issues of conflict are not resolved informally 
they will be resolved either in cabinet committees or interdepartmental commit- 
tees of officials. In the view of Stanyer and Smith (1976, p. 168) the official 
committees: ‘are now thought to have almost constitutional significance in 
British government and to reflect an aspect of our political culture. Certainly it 
is a phenomenon which dominates any scene involving interaction between 
officials especially when representing different departments.’ Of equal impor- 
tance are cabinet committees. These are the main forum for resolving interdepart- 
mental conflicts. As Crossman wrote: ‘Harold Wilson is keeping to the rule that 
we should only discuss things in Cabinet which we can’t resolve in a Cabinet 
committee’ (Crossman 1975, p. 202). 

Despite the level and importance of interdepartmental conflict and its 
resolution through interdepartmental committees, there is remarkable little work 
on this area. Smith and Stanyer (1976) point ouft that very little is known of 
the work of interdepartmental committees. Likewise, mainly because of their 
secrecy, there is no major study of cabinet committees. Perhaps more import- 
antly, there is a need for research on informal relationships. How do departments 
work together? How are issues resolved (or not)? At what level does a conflict 
go to a committee? There has been no real examination of the sorts of networks 
that exist between departments. What is the intensity and nature of the 
relationships? What formal and informal institutions maintain these relationships? 
When do they form and when do they break down? 

The fact that so much of government is departmental and subject to conflict 
means that: ‘To resolve conflicts of interest, Cabinet Ministers must participate 
in a continuous round of intra-cabinet negotiations, involving bilateral discus- 
sions, Cabinet committees, lobbying the Prime Minister and formal Cabinet 
meetings’ (Rose 1987, p. 82). Therefore an important aspect of government is 
co-ordination among these departments. We will now review the relationship 
between departments and the centre. 


Co-ordinating departments in the centre 
For Dunleavy and Rhodes (1990, p. 3): 


The innermost centre of British central government consists of a complex 
web of institutions, networks and practices surrounding the PM, Cabinet, 
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Cabinet committees and their official counterparts, less formalized ministerial 
‘clubs’ or meetings, bilateral negotiations, and interdepartmental committees. 
It also includes some major co-ordinating departments chiefly the Cabinet 
Office, the Treasury, the Foreign Office, the law officers, and the security and 
intelligence services. 


In this section we will briefly examine how departments relate to the key 
co-ordinators in particular the Prime Minister, the Treasury, the Cabinet and the 
Cabinet Office. Ministers prefer not to take decisions to a higher authority 
because it reduces their autonomy. Nevertheless, on certain occasions, particu- 
larly where there are increases in expenditure, conflicts between departments or 
major changes in policy, the departmental minister has to obtain the approval 
of the Treasury or the Cabinet. In addition, the Prime Minister often sees his/her 
role as one of co-ordinating government policy and so insists on knowing what 
is going on. 

_ Inconstitutional theory the Cabinet should be the central co-ordinating body. 

However, Mackintosh (1977, p. 629) concluded: 


that the Cabinet is no longer the nineteenth century body which took virtually 
all the decisions, where legislation was worked out, the Parliamentary 
programme devised and in which ministers could raise any issue. The change 
in party organization, the volume of business and the subject-matter of politics 
have put great power in the hands of the Prime Minister .. . 


Ministers are too overloaded and cabinet meetings are too short and ill-informed 
for the Cabinet to be a significant decision-making body. ‘The infrequency and 
short duration of cabinet meetings limits the amount of business that can be 
sensibly be discussed’ (Burch 1988, p. 41). Many items of legislation are not 
discussed in Cabinet and so important issues are resolved elsewhere. Cabinet 
does provide some overall co-ordination by reviewing decisions and the main 
strategic issues. Yet, Castle (1980) gave the impression that Cabinet was the 
arena for the continuation of the departmental battle. While Crossman suggested 
that in Cabinet, ministers were looking for allies rather than enemies. He still 
argued that this reduced the room for free discussion (1975, p. 47). Consequently 
he felt that real discussion rarely occurred in Cabinet (p. 202). In fact, Hennessy 
(1986) identifies a quantitative decline in the amount of business that is going 
through Cabinet. This leads Burch (1988, p. 45—6) to conclude: ‘Given its limited 
capacities in terms of time, personnel and organization, the ability of the Cabinet 
even to oversee effectively, let alone control the business of government is 
bound to be limited. Moreover the ability to act in a unified manner is greatly 
constrained.’ 

This suggests that co-ordination has shifted elsewhere. One obvious candi- 
date, especially over the past ten years or so, is the Prime Minister. According 
to Madgwick (1991, p. 167): ‘The rule of prime ministerial non-intervention rests 
on a fundamental perception of the role of the Prime Minister. He or she is 
concerned with strategy, the totality of the government's work, with popular 
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and party political matters and only with “micro-policy” in moments of crisis.’ 
However, the Prime Minister seems to have a continual role in the ‘grand issues’ 
of economic and foreign policy (Dunleavy and Rhodes 1990). More generally, 
the role of the Prime Minister in co-ordination depends in large part on the 
premier's strategy. Wilson, in particular phases, preferred to set the broad 
framework of policy and then appoint ministers that he trusted to develop 
detailed policy (Kogan 1971; Wilson 1984; 1979). Mrs Thatcher favoured 
bilateral arrangements with particular ministers which allowed her to restructure 
particular policy areas. For instance in 1988 she took charge of the NHS policy 
review (Klein 1989). This raises an important question concerning the degree 
to which Prime Ministers intervene in departmental policy making and how 
much autonomy ministers have on a day-to-day level. Obviously, it depends 
to some extent on the minister and the Prime Minister but the policy freedom 
of a department is a crucial research area. 

A formal institutional coordination role is provided by the Cabinet Office. 
‘The Cabinet Secretariat helps the Prime Minister draw up the agenda of the 
Cabinet, processes departmental submissions, keeps Cabinet minutes, records its 
conclusions, circulates them to departments and tries to ensure they are 
implemented’ (Jones 1975, p. 50). Because the Cabinet Office co-ordinates 
departments, implements cabinet decisions and has a high level of authority (the 
Permanent Secretary in the Cabinet Office is the Head of the Home Civil Service) 
it does have an impact on policy (Madgwick 1991). However, returning to the 
notion of departmental policy, there is obviously an important question concern- 
ing the extent to which the Cabinet Office can influence departments. Seldon 
(1990) suggests that during the 1980s the Cabinet Office was less of ‘a power 
house and an initiator than it had been under John Hunt (1973-9)’. Although 
Lee (1990) thinks there have been some more significant developments in the 
Cabinet Office and asks whether ‘recent developments (have) created a system 
at the “centre of the machine” which is more than different aspects of the 
persona of the Cabinet Secretary?’. 

Until 1983 the strategic function of the Cabinet Office was strengthened 
through the CPRS. Set up by Heath, ‘The idea was to get research done and 
ideas worked out on broad aspects of policy free from any departmental 
commitment or bias’ (Mackintosh 1977, p. 518). Hence, the intention was to 
provide a basis for collective decision making as policy would be considered in 
strategic rather than departmental terms (Jones 1975). It was linked to PAR in 
an attempt to breakdown departmentalism (Gray and Jenkins 1985; Drewry and 
Butcher 1988). However, the CPRS was not liked by the departments and had 
no authority over cabinet ministers (Radcliffe 1991). It gradually became more 
adjusted to the ‘community surrounding it’ (Heclo and Wildavsky 1981). Mrs 
Thatcher saw it as just another part of the civil service machine and so abolished 
it. 

Perhaps the most effective coordinating department is the Treasury. As the 
Treasury has to be consulted on all spending plans and through the Principle 
Finance Office has contact with all departments, it is the one organization in 
central government with access to each department and has the means to achieve 
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departmental compliance. As Edward Boyle said: ‘Much the biggest limitation 
on any Minister of Education is the need to get Treasury agreement’ (Kogan 
1971, p. 103). The importance of the Treasury is emphasized by Gray and Jenkins 
(1985, p. 80): 


formal networks are typified by contacts between the Treasury and the 
spending departments, especially during the public expenditure survey. Here 
the formal battles that occur over the allocation of resources are actually 
played out against a background of the relevant section in the Treasury haising 
with a particular departments finance decision. 


In addition, the Treasury has been successful at sending Treasury officials into 
all departments. This central role means that the Treasury has had a significant 
impact over the general direction of policy. For Middlemas (1991, p. 455), ‘The 
Treasury emerged as a superior partner in negotiating how the post-war 
settlement would work in practice, because it managed to relate all aspects of 
the government to its concept of regime’. Middlemas also claims that economic 
crisis and the introduction of cash limits led to a strengthening of the Treasury’s 
policy role in the seventies and eighties. However, it is important to stress that 
the Treasury's co-ordinating role has often been restricted to the single criterion 
of public expenditure (Brittan 1964) and often it has not been very successful 
in that aim (Madgwick 1991). 

Clearly in a system of departmental government the question of co-ordination 
is highly important, but much of the literature suggests that attempts to 
achieve it have been of limited effect. There is a lot more room for investigation 
into these issues. In particular‘the role of the Treasury, Cabinet Office and Prime 
Minister in developing strategic thinking requires much greater investigation. 
It is necessary to examine how the relative power of the co-ordinators varies. 
At the moment the available literature is superficial and often contradictory. 


Departments and the outside world 

A further important area of investigation is the relationship of departments to 
the external environment. One area where there has been substantial work is 
on the issue of departments and their relationships with interest groups. There 
is almost limitless information on interest groups and how they influence, or 
attempt to influence, policy. However, most of this literature focuses on the 
groups rather than the departments and departments are treated as aggregate 
organizations which interact with the groups (possible exceptions are Cunning- 
ham 1992; Klein 1989). 

This point can be illustrated by taking two examples, Grant and Marsh (1977) 
The CBI and Marsh (1992) The New Politics of British Trade Unionism. Neither 
deals in any detail with the role of government departments. They share this 
weakness with the vast majority of interest group studies. The CBI study is 
focused on the organization of the CBI, its membership, history, access to 
government and influence over policy. Even when the focus is on the relationship 
between the CBI and the government, the question is approached from the 
interest group end. There is little detailed analysis of how the department with 
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which the CBI had most contact, the DTI, was organized to deal with industry. 
Likewise Marsh’s study of unions focuses largely on their role in shopfloor 
industrial relations and pays little attention to the role of the Department of 
Employment. 

This leaves a whole range of research questions open. What institutional 
arrangements exist within departments for interest group access? In particular, 
what impact has the abolition and reintroduction of sponsorship in the DTI (see 
Grant 1987) had on interest groups? How do departments use interest groups 
in the departmental conflicts? How does access vary within and between 
departments? To what extent do interest group relationships survive changes 
in government? 

An area of increasing importance and which has also been under-researched 
is the relationship of departments with the EC and the impact this has had on 
the policy process. Edwards (1992, p. 65) points out that there has been ‘a largely 
gradual process of adaptation within departments to the growing range of issues 
falling within the Community’s competence and which therefore have to be 
negotiated in Brussels’. Benn and Barnett suggest that the policy process shifting 
to the EC can increase the autonomy of both ministers and civil servants (Barnett 
1982; Young and Sloman 1982). This raises a whole range of questions relating 
to the impact that the EC has had on departments. To what extent have there 
been organizational changes? How does it change power relationships within 
Whitehall? To what extent is the EC a constraint on policy-making? How do 
departments define domestic and EC issues 

Finally, there is the question of relationships with the semi-external organiza- 
tions, which were touched on earlier, such as quangos, the new regulatory bodies 
and the Next Steps agencies. Hogwood (1990) reveals that, despite its rhetoric, 
the Conservative government set up over thirty new bodies. There are a whole 
range of questions relating to these bodies concerning how they operate, their 
relationships with departments and how they might expand or contract in the 
future. 

More generally, there is a need for research on the environment in which 
departments operate and how they react to their various relationships. In 
particular, we need research on departments and their position within Whitehall 
and their relationships with the co-ordinating bodies; the economic context of 
departments and their interactions with wider societal demands; and how they 
deal with political bodies, whether interest groups or the EC. So far research has 
failed to deal with the detailed interaction of departments and the rest 
of the world, tending to take departments as an almost unproblematic unit of 
analysis. 


CONCLUSION 


Keeton (1970, p. 141) warns that: “During the last century and a half a major 
revolution has occurred in the structure of politics... It is the progressive 
transfer of government function from Parliament, and in some measure, from 
the Courts of Law to government departments ...’ Whilst there is certainly 
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much academic discussion of departments, little has come to terms with the 
position of departments in the policy process. Departments are the key policy 
makers. Most policy is made within government departments but there is very 
little research on the way in which departments make policy and the how their 
structures and ideologies affect policy outcomes. As we have demonstrated in 
this article, much of the literature is descriptive merely outlining the formal 
organizational structure. The literature which goes beyond description tends to 
deal with administrative rather than political questions and some of the central 
questions have barely been tackled. This failure to deal with the important 
questions partly reflects the atheoretical approach of much of the literature (with 
a couple of notable exceptions Gray and Jenkins 1985; Pitt and Smith 1981). 

Consequently many of the extant studies fail to deal with basic political 
questions such as: where does power lie? How is the policy process organized? 
What types of networks exist within and between departments? Too much 
attention has been paid to entire departments as units of analysis and so there has 
been no disaggregation to allow an analysis of the internal workings of a 
department. There are only two studies which really tackle these issues 
systematically; both deal with the Treasury — Heclo and Wildavsky, and 
Thain and Wright. Yet with Heclo and Wildavsky in particular there are problems 
which result from their emphasis on the role of individuals, cultural determinism 
and lack of consideration of the external environment. 

In addition, there is absence of any theory to deal with the policy process 
within departments. Clearly, as Gray and Jenkins and Pitt and Smith demonstrate, 
there is room for the organizational and bureaucratic politics literature to be 
used in the study of British departments. Similarly, the focus of the policy 
network literature has been on intergovernmental relations and interest group/ 
government relations (see Marsh and Rhodes 1992) and much could be done 
to adapt this literature to ‘internal’ networks. Certainly, Pitt and Smith (1981, 
p. 22) argue that it would ‘be interesting to plot the networks of interactions 
among organizations of which government departments are the focal point...’ 
More specifically, Laumann and Knoke (1987) have made a quantitative analysis 
of these types of relationships in the United States. 

Rhodes (1981), and Dunleavy and Rhodes (1990), have also demonstrated 
the need to see power in terms of dependence rather than as a zero-sum game. 
Hence, the need to develop a much more sophisticated analysis of the 
relationships between departments and in particular between the departments 
and the centre. Much of the popular analysis of the past decade sees Mrs 
Thatcher dominating government and ‘handbagging’ departments. The reality 
was that Mrs Thatcher was limited in the extent to which she could intervene 
in particular departments. She was also dependent on the support of cabinet 
ministers and on particular important issues, for example exchange rate policy 
and entering the ERM, she was forced to submit to their views. 

Further theoretical issues are raised by the relationship between structure and 
agency within departments. Through their analysis of departmental views and 
organizational change, many of the studies of departments seem to be implicitly 
concerned with questions relating to the role of ideology and structure. 
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However, these questions have rarely been theorized. The level of freedom of 
individual ministers, the ways in which values are inculcated and the impact of 
structures on policy outcomes are central issues which need to be theorized and 
investigated. Theoretical literature on structuration and the social construction 
of institutions could be adapted to the analysis of departments (see Berger and 
Luckman 1967; Giddens 1986). 

If we are to understand the dynamics of central government, it is necessary 
to provide some detailed investigations of departments and the context within 
which they operate. It is necessary to examine the nature of departmental views, 
how they are inculcated and how they affect policy. It is important to study 
the relationships within and between departments and the extent to which they 
are formal and informal; then we need to evaluate how the organization of these 
relationships affects policy. It is also necessary to look at the problem of 
co-ordination. Overall, we hope to have provided an indication of the questions 
that need to be answered in relation to the key policy-making institutions in 
Britain. 


NOTE 
1. We would like to thank Richard Rose for this suggestion. 
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THE MANAGEMENT OF A LARGER TOWN 
A. P. M. SCHRIJVERS 


INTRODUCTION 


There are three levels of government in the Netherlands: central, regional and 
local government. The local government system is based on the principle of 
local autonomy, as set down in the Constitution and enacted in the Local Law 
and the Compatability Rules for local authorities. There are about 700 towns, 
of which twenty have more than 100,000 inhabitants. Every four years the local 
government representatives (the council) are elected by the inhabitants. The 
mayor (burgomaster) is appointed by the central government. The major part 
of the local council funds comes from the central government: 60 per cent 
centrally earmarked, 20 per ceħt centrally free grant, 20 per cent from local taxes 
and charges for services. 

From the middle of the 1980s local government was forced to adopt major 
cost-reducing programmes. This was the start of more far-reaching reforms: how 
to improve local government with regard to effectiveness, efficiency and quality. 
The example of town reform in the Netherlands described in this article is of 
great interest to the United Kingdom, because the developments discussed show 
that local government can improve by using adapted management methods and 
techniques from the private sector. 

At present there exist in the Netherlands very strong trends at the municipal 
government level to adopt business management methods and techniques to 
improve town administration. One of the underlying presumptions here is that 
a town, with its wide range of products and services, is politically and 
bureaucratically easier to manage when organizational and management concepts 
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from business administration are introduced in an adapted form. Thus one hopes 
to achieve an improvement in the quality, efficiency and effectiveness of 
municipal management. This trend, which is spreading throughout the Nether- 
lands, is characterized by terms like contract management, performance manage- 
ment and output-management. The town of Tilburg has developed such a new 
management model. This was introduced in 1985 to solve a number of serious 
problems in the town: large inefficiencies, serious budget problems and tre- 
mendous dissatisfaction with the bureacracy. Tilburg was not alone in having 
to cope with such a situation. Towards the end of the eighties many Dutch 
cities faced similar internal and external problems. 

Improving municipal management should not be interpreted as simply a series 
of bureaucratic, financial or legal adjustments. There is far more to it. Improving 
municipal management in a democratically controlled ‘public service enterprise’ 
is a comprehensive operation, which includes reforms in the following areas: 


the budget system; 

the organizational structure; 
management and administration; 
delegation of power and authority; 
the culture of the organization; 
computerized information systems; 
the quality of the management; 
staffing policies; 

the functioning of the political bodies. 


From this perspective, it is obvious that any reform of municipal management 
involves a fundamental and extended process of renewal for the whole organiza- 
tion. 


THE DEVELOPMENTS IN THE TOWN OF TILBURG 


With its 160,000 inhabitants Tilburg is the seventh biggest town in the 
Netherlands. Its total annual expenditure is some 1 billion guilders (UK 330 
million) and it employs a staff of almost 2,000 civil servants. After many years 
of cuts Tilburg has managed to balance the books and the accounts. The 
medium-term financial perspectives for the town are now positive. Since the 
early eighties Tilburg has been working systematically to improve its manage- 
ment. In 1985 a drastic restructuring took place. The complicated and sometimes 
obscure organizational structure with its many overlaps, characterized by its 
multitude of smaller and larger services, was transformed into one organization 
with a limited number of large and independent services (departments). In 
addition a number of tasks were cut or privatized. The purpose of this 
reorganization was to increase the effectiveness, efficiency and quality of the 
municipality, within the bounds of democratic administration, by means of 
improved management. The basic principles for this restructuring included: 
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e decentralization and delegation; 

@ professional management; 

è cost reducing programmes; 

e political management and control along strategic lines. 


For Tilburg, 1985 was the beginning of a systematic and long-term process 
of renovation, which is now completed. The extensive reorganization implied 
many far-reaching changes in the structure, culture and management and in the 
system of administrative organization. For example Tilburg decided to adopt a 
decentralized holding structure with a number of independent ‘subsidiaries’ or 
departments. Within this organizational structure the directors retained the 
integral responsibilities for all management aspects of their departments within 
the bounds of the political competence. Traditionally there had always been a 
gap between actual production and execution on the one hand and management 
of resources on the other. Before the reorganization, the central town hall had 
been responsible for the preliminary political tasks and control of the financial 
and human resources, whereas the departments only took care of the more 
executive tasks. Afterwards, the responsibility for the preliminary political tasks, 
the planning and control of the resources and the executive tasks were handed 
over to the departments. Each department obtained its own financial and human 
resource management systems. In the new organization the departmental director 
is primarily responsible for: 


è strategy; 

social matters; 

finance and economics; 
production and results; 
marketing and public relations; 
automation and data processing. 


The central management, the town hall, was substantially cut, and almost all 
executive and political tasks transferred to the departments. The classic centralist 
power and authority of the town hall as ‘headquarters’ was substantially reduced. 
The result of all this was that the town hall had to adopt a new identity, that 
of a small central staff department: the holding staff. The name was also changed, 
from town hall to controlling department. 

The prime tasks of the controlling department or the new-style town hall 
were: 


e direct support of the political administrative bodies and governors; 

@ development of central standards and directions; 

@ coordination of the departments; 

e development and improvement of planning and control systems; 

e control and consolidation of the results and performances of the departments. 


The tasks, duties, competences and responsibilities of all departments and their 


directors were set out in a newly drafted organizational regulation. The mutual 
relations and the relation to the political administrative bodies (burgomaster, 


© Basil Blackwell Ltd, 1993 


598 A. P. M. SCHRIJVERS 


aldermen and town council) were included. The specific competences of the 
directors were laid down in a separate regulation, which described in detail the 
powers the directors had with respect to the various areas. It also described 
which decisions a director could take independently within his competences. As 
one could have expected, the development has been gradual and as yet has not 
crystallized to its full extent. 


CONTRACT MANAGEMENT AND FINANCIAL MANAGEMENT 


The municipality decided to adopt the system of contract management as the 
central management concept. In the Netherlands contract management is the 
expression of a large number of ideas and concepts from modern management 
and organizational theories. Central notions are: a customer-oriented attitude, 
quality of service and performance, output-management and a business-like 
organization. Bearing these in mind, the directors are assigned as many 
responsibilities and powers as possible to run their own departments properly. 
This policy is linked to a system of standardized reports on progress, results 
and possible deviations from targets. Within the framework of contract manage- 
ment the director draws up an annual business plan and budget for his 
department, as far as possible in terms of targets, results and performance. This 
business plan, including the departmental budget, will serve as the basis for a 
management agreement between him and the town council. Although one often 
speaks of a contract, this is not the correct term in the judicial sense of the 
word. It is more an operational arrangement between two parties. The director 
gives an indication of what he wants to achieve’and the financial and human 
resources he needs for his plans. After political debates and negotiations in the 
town council, the director will receive his budget and consequently the 
managerial freedom to realize his plan. Three times a year, at fixed intervals and 
apart from the annual report, the directors report on the progression and 
realization of the business plan and budget. This is done through a management 
report, or ‘Marap’. 

Within the department the same procedure is followed at a lower level. The 
head of a section draws up an annual operational plan of action, which he 
negotiates with his director. After discussion the director will sanction the plan 
of action and the corresponding budgets, with possible changes and modifica- 
tions. From then on the section head is responsible for its execution and 
realization. 


FROM INPUT CONTROL TO OUTPUT CONTROL 


An essential aspect of contract management is the shift from input to output 
control. Government control is almost entirely restricted to input control. Every 
year financial budgets are drawn up for particular policy fields. At the end of 
the year the annual balance is made, to see, for instance, whether the budgets 
have been exceeded. If one has not over-run the budget, one has done a good 
job. A direct connection between budget (input) and performance (output) is 
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rarely made. Contract management, decentralized responsibilities and new forms 
of management require a direct link between costs, quantities and qualities of 
performance in pre- and post- calculation. This is easier said than done. In Tilburg 
we have managed to move gradually from input to output. In the past few 
years we have been working to accomplish an output model for local govern- 
ment. In this, three factors were of major importance: 


1 Localizing the flow of money and managing it as well as possible. In most 
cases this required a complete change in the administrative organization and 
in the use of automation. A new financial planning and budgeting system 
was also developed and introduced. 

2. Specifying the output of the department (the tasks and products) as explicitly 
as possible, with regard to quantity, quality and customers. 

3 Determining the (cost) price, standards and characteristics of the 
products. 


The first factor is the most important one. If a politician or a director does 
not know how much money is available within a department or section, where 
it comes from, where it is kept, what is happening to or with it and how much 
of it has finally been spent, he will not be able to manage properly. Often 
financial questions are passed on to the accountant. In Tilburg the insight into 
the flows of money and the monitoring of these flows is gradually growing and 
becoming clearer. In this respect the standardization of data management is 
essential. A data model for political and management information in terms of 
output was developed, the degree of standardization being limited to whatever 
was relevant and necessary for central management. 

The second factor concerns an often neglected and unknown management 
area. How should one define and specify output in a public or non-profit 
organization? If one wants to operate on the basis of contract management, one 
has to define and actually clarify the products and the performances. Often goals 
are mixed up with actual tasks and activities and erroneously considered 
products. Good education, for instance, is not a product, but a goal. Budgeting 
is an indirect task, not a product. In the Tilburg model we drew up product 
lists for all departments, with links to quantities, customers and performances. 
We also drew up a new model for municipal and department budgets in terms 
of output and performance. 

Only then can the third factor, determining the price, standards and character- 
istics of the performances, be accomplished: when the organization and manage- 
ment structure have been adjusted, the production lists drawn up and the new 
management culture developed. Only when a solid, reliable basis has been 
created, does a discussion about standards and targets have any sense. Too 
often, a theoretical discussion about performance standards and index numbers 
remains strictly isolated, without a reliable and actual basis and without a clear 
management and control model. Laying down political standards and index 
numbers for management performance is one of the greater challenges of the 
nineties for the government in the Netherlands. 
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THE FINANCIAL CONTROL FUNCTION 


During the decentralization process a lively discussion arose about the financial 
control function within the municipality. Traditionally a group of financial 
specialists took care of the financial planning and control. The financial depart- 
ment within the town hall was very important. After the reorganization, all 
departments had their own independent financial bureaus. All departments were 
obliged to use the same financial computer programme for their accounts. It was 
recognized that the departments needed to reinforce their management and 
control functions as a result of the substantially larger degree of independence. 
For that reason the job of department controller was created in 1987. This official 
has a combined staff and line function. His position is that of deputy director 
and together with the director he makes up the team of directors. He has the 
responsibilities and competences of a director with respect to financial planning 
and control, labour organization and management information, for which the 
director in turn bears the final responsibility. 


CO-ORDINATION 


In practice the relationships between director, town clerk, company controller 
and department controller have become clear and practical. In order to avoid 
misunderstandings it should be noted that there are a great number of structured 
and unstructured forms of communication between the departments and the 
central staff. With regard to structured forms Tilburg has, for instance, regular 
management meetings for the directors, presided, over by the town clerk, and 
controllers’ meetings presided over by the company controller. The municipal 
board is responsible for the political co-ordination. 


THE MANAGEMENT TOOLS OF TILBURG 


At present Tilburg has a series of management tools, which have been adjusted 
to the new decentralized output management concept. The most important tools 
are: 


1 The general policy plan 

After the elechon of the new town council and before the formation of the 
municipal board the basics of the policies of the next four years are laid down 
in a general policy plan by the coalition partners. 


2 The perspectives amendment 

Every year, in Spring, the perspectives amendment appears, in which the 
municipal board reports on the progress and realization of and the possible 
adjustments to the general policy plan. This amendment sketches a picture of 
the strategic and financial developments expected. It also includes an outline of 
the strategic objectives and the financial possibilities in the new budget year. 
The town council then discusses the amendment and determines the political 
priorities. 
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3 The city budget 

Tilburg has a limited and consolidated city budget. In 1990 the budget was 
changed into an output budget, clearly linked to products, product centres, 
departments and the expected results. 


4 The departmental budget 

The departmental budget furnishes a survey of the products which the depart- 
ment will provide in the coming year, of the performance objectives and the 
activities to be carried out, and of the expected income and expenditure. The 
trend is towards a business plan. Each department organizes its own budget, 
which should directly relate to the city budget. 


5 The management report (Marap) at departmental level 

In the Marap report the director reports three times a year to the town council 
and the municipal board on the progress and the realization of the departmental 
budget. The report always includes a financial prognosis of the expected results 
in the current budget year. The Marap report is a short cyclic report and an 
adjustment tool and has, politically speaking, the character of an early warning 
system. The departmental Marap report is analyzed by the controlling depart- 
ment and commented on in a controlling report. The most important section is 
an analysis of deviations. 


6 The management report at city level 

The controlling department draws up the management report at city level in a 
consolidated form on the basis of the departmental Marap reports. It includes 
an analysis and a prognosis of the expected final results in the current year. 
With the help of the city Marap report, the municipal board will give an account 
of the realization of the budget for the current year. 


7 The annual statement of accounts and the annual report 
of the department 

Within three months after the expiry of the budget year, each department draws 
up the annual statement of accounts and the annual report for the department. 
In the annual report the directors account for the execution of the tasks, the 
achievements and the financial results. Each department has its own balance-sheet 
and its own profit and loss figures. Each statement of accounts will be extensively 
discussed by the audit committee in the presence of the directors of the 
department and the external accountant. 


8 The annual statement of accounts and the annual report of the city 
On the basis of the departmental annual statements the consolidated annual 
statement of accounts for the city is drawn up. This statement furnishes a survey 
of the relevant expenditure and income of the previous year. It also provides a 
comprehensive financial analysis, an integrated and consolidated balance-sheet 
and an outline annual report. 
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9 The preventive investigation of the departments (the audit) 

Prevention is better than cure. Every four years the effectiveness and efficiency 
of each municipal department will be thoroughly investigated. This kind of 
investigation (a kind of comprehensive audit) is not limited to the financial 
aspects, but includes organizational matters as well as the quality of the 
management, strategic developments, marketing and orientation to the world 
outside. This investigation will be done by an external consulting firm. 


CONSEQUENCES FOR THE STAFF 


This period has been an eventful one for the municipal staff. In the past seven 
years, which were characterized by substantial cuts and reorganizations, not a 
single employee was involuntarily dismissed. The town council had agreed this 
with the unions. Internally, however, there were substantial shifts. In order to 
conduct such a process of reorganization well, Tilburg established an internal 
shift and transfer bureau with a budget of its own. This bureau did a good job. 
Over a period of five years hundreds of employees became redundant. With 
the help of this bureau almost all of them obtained another job. Many in other 
departments within the municipality, but others also outside the municipality 
(outplacement). Tilburg has also expanded efforts to retrain employees. Currently 
all departments have education programmes and the training budgets have been 
substantially increased (1-2 per cent of the annual staff budget). The town council 
decided to have an annual management budget of over one million guilders for 
the improvement of the administration. In addition the town council developed 
a systematic policy of positive action, to provide jobs for people from 
underprivileged groups. Currently, in the case of external recruitment of staff, 
candidates from these are selected first. These groups include women, ethnic 
minorities and handicapped people. Further, personnel managers have become 
more professional. Each department has a personnel bureau, which is profession- 
ally supported by the central bureau. 


THE RELATIONSHIP BETWEEN POLITICAL MANAGEMENT 
AND ADMINISTRATIVE MANAGEMENT 


Because Tilburg has decided in favour of decentralized business management, 
the relations between political management, municipality, municipal board, town 
council and burgomaster have changed fundamentally. Politicians have to learn 
to manage along strategic political lines. In some cases this seems to be in 
opposition to the right of the town council to determine the budget. However, 
the town council does approve the town budget and the departmental budgets. 
The complaint is often heard that the town council is virtually unable to manage 
the town, because municipal tasks have increased tremendously in size and 
complexity in the past thirty years, and one still finds municipal budgets which 
consist of bulky volumes of financial information, impossible for the layman to 
understand. The political management should receive an edited selection from 
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the excessive and unstructured detailed information available. Not everyone in 
the organization needs all the information. The town council and the administra- 
tive board need compact information, which is accessible, comprehensible, easy 
to read and relevant with respect to policy and management matters. It is not 
easy to cope with the changes in supply of political information. Directors and 
financial experts will have to learn to consolidate management information. In 
this respect the emphasis should not lie on completeness, full details and financial 
jargon, but rather on reports based on relevance, punctuality and clear presenta- 
tion. Tilburg has achieved this. 


Good information is the basis of our democracy 

The politicians will have to get used to their new and changed roles and tasks. 
At present one could better forget the claim that it has always been possible 
to manage an intricate and complex organization in a centralist, mechanical and 
legal way through a democratic ‘layman management’. If the political authorities 
want to regain a real primacy, they must adjust their picture of municipal 
administration. Nowadays it is impossible to run a major town with a body of 
legal rules and a monopoly of lawyers. Politicians will have to accept that 
administrative top management requires much personal responsibility with many 
delegated competences. Top managers in the government must clearly take 
responsibility for their own actions and accomplishments and should not hide 
behind the political responsibility of the town council. Other equilibria with 
respect to power and influence should be established between political and 
administrative management. Municipalities can only function better when the 
organization is managed by professional management, within the limits of 
democratic control. This requires a greater number of highly trained general 
managers. For many politicians this is a problem because they are afraid wrongly 
that they will lose political power and influence. On the contrary, politicians 
will have difficulties retaining political primacy if they are unwilling to convert 
the present political tasks to the concept of new professional management. The 
new management requires different administrative roles and different administra- 
tive relations from those with which people have been familiar. There are 
politicians who do not want to give any freedom or competences to administra- 
tive management, because they fear that management may make improper use 
of its powers. There are also administrative managers who no longer take leading 
politicians seriously, because in practice these politicians function badly. This is 
really the dilemma, the solution to which requires courage and trust from both 
sides. Both parties should accept that they relate to one another. A new practical 
and political equilibrium should be created between both parties, based on facts 
and mutual trust. But there is also an independent political reality. Modern 
managers often try to achieve optimum management and consider political 
interventions originating from another system of values a nuisance. But they 
should also be capable of judging correctly the political aspects of a case and 
take these up actively, without losing their own perspective on management. 
Those unable to accept this should not become administrative managers. 
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INTRODUCTION 


Some kind of staff appraisal activity goes on in all organizations. It ranges from 
intermittent, informal and often ill informed discussion between managers and 
individual members of staff to highly formal appraisal procedures, based on 
extensive sets of forms and laid down times, rules and frequency of 
assessments (Randell et al. 1972). ‘ 


That opening sentence from a publication twenty years ago undoubtedly 
captured the then range of practice in staff appraisal throughout local govern- 
ment, with very few councils demonstrating procedures that placed them at the 
more formalized end of the continuum. Fowler (1975) only mentions performance 
appraisal once, yet in a subsequent publication thirteen years later, devotes a 
chapter to ‘appraisal and development’ (Fowler 1988). Over the intervening 
period there has been a growing recognition of the significance of performance 
appraisal for individual staff. This has been associated with the increasing 
emphasis upon judging the ‘performance’ of organizations both in local govern- 
ment and elsewhere in the public services (Pollitt 1986). 

Formalized processes of appraisal are now to be found in growing numbers 
of local authorities. A survey carried out in 1986 suggested that a little under 
30 per cent of local authorities in England and Wales had such schemes while 
over 30 per cent were considering introducing them (Local Government 
Training Board 1986). A subsequent survey (Local Government Management 
Board 1990) suggested the proportion of councils with appraisal schemes had 
increased substantially. In Scotland, a somewhat smaller proportion of councils 
have formal appraisal schemes and where these are in place they tend to be 
confined to senior management levels. 

In a broader context, the emphasis in ‘The Citizen’s Charter’ (HMSO 1991) 
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on linking pay in the public sector to performance clearly presages a requirement 
for more formalized appraisal processes in all public services. 

It would seem, therefore, that both because of central policy initiatives and 
as a reflection of other changes occurring in local government, increasing 
numbers of local authorities will begin to introduce formal processes of 
performance appraisal. The remainder of this article examines the initial exper- 
ience of management appraisal in three Scottish councils. 


BACKGROUND 


The incidence of formalized appraisal systems has always been more pronounced 
in the trading sector than in the public sector (Long 1986). Often these processes 
have been linked to financial reward systems — either at individual or collective 
level — or promotion. In local government there is a long established tradition 
of open competitive appointment for most promoted posts rather than internal 
unadvertised promotion. Until recently, pay scales for most staff have — in effect 
— been determined through collective bargaining at national level with little 
scope for merit or performance pay for white collar staff. Thus two of the major 
factors contributing to an organizational climate requiring formal appraisal 
systems have been absent. 

In many local authorities there appears to be a considerable reluctance to 
discuss or propose the introduction of formal appraisal processes. There is also 
sometimes a shyness about terminology; even Cambridgeshire County Council, 
in the forefront of much organizational change, operates what it describes as a 
‘Performance Management System’. : 

It is therefore important to stress that any moves towards introducing 
performance appraisal more extensively in local government will be required to 
respect the contrast between local government and the private sector. 


APPRAISAL IN PRACTICE 


This study examines the experience of a small sample of Scottish local authorities 
which have introduced a formalized system of management appraisal for senior 
staff — those at directorate level within the department or the council. It is based 
ona study of original documents, and a postal questionnaire to all those involved 
as appraiser and as appraisees. This material was supplemented by interviews 
with those involved in the development of the appraisal process and those who 
have been party to it. 


The numbers in the sample were as follows: 


council 1: appraisers 11 and appraisees 48. 
council 2: appraisers 34 and appraisees 78. 
council 3; appraisers 7 and appraisees 14. 


With one follow-up reminder for those who had not replied within two months 
the final response rates vary from between 65 per cent (appraisers council 2) to 
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100 per cent (appraisers and appraisees council 3). The overall response rate was 
74 per cent for appraisers and 79 per cent appraisees. 


The councils 

Council 1 is a regional council. The management appraisal system is limited to 
senior staff in one of the largest departments of the council, and was introduced 
by the director to coincide with a major restructuring. Council 2 is also a regional 
council. The management appraisal system covers all senior staff within the 
directorate of the council and is in essence a proprietary scheme provided by a 
major management consultancy. Council 3 is a medium-sized district council 
where the chief executive initiated the move to a formalized system of 
performance appraisal. In each instance the relation between appraiser and 
appraisee was of superior to subordinate, with the exception of the most senior 
person involved. In one case [council 1] this person was appraised by two other 
directorate members; in council 2, members — who were meant to act as 
appraisers — have proved reluctant, and in council 3 the chief executive is 
appraised by the depute chief executive. 


The objectives of appraisal 

As might be anticipated from the origin of the three schemes studied, the most 
fully developed and elaborated justification for performance appraisal is provided 
in the documentation produced for council 2. 


The purpose of the appraisal system is to provide a fair, just, open and 
universal basis for assessing the performance of the regional council's staff. 
Officials will be encouraged to focus on: 


— defining the goals and priorities of their work, 

— seeking to achieve and maintain the greatest possible efficiency by the 
active management of their resources of finance and people, 

— developing their skills and experiences. 


In the other two councils studied, the purpose of appraisal is expressed more 
generally. ‘The aims of the scheme are to assist members of the directorate to 
be aware of their strengths and weaknesses and to improve their performance. 
The scheme also promotes effective staff development within the directorate 
and contributes to improved management of the service (council 1).’ The third 
council — the district — has not produced formal documentation describing its 
performance appraisal procedures; however these were fully described in a report 
to the relevant council committee. ‘There are important benefits which can arise 
from performance appraisal... The employee is forced to identify priorities in 
his/her work. This also concentrates the mind by giving clear direction to the 
individual.’ In all three instances the authors of the written material describing 
the appraisal process are at pains to emphasize that the purpose is not punitive. 
‘It is not a system to interrogate staff, or to impose criticism and throw brickbats 
at them’ (council 2). 
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Councils 


The organizational climate 

Various studies have indicated that generally staff in large organizations are in 
favour of some form of performance appraisal (Rowe 1964; Sofer and Tuchman 
1970). The staff responding to questions in these three councils were no 
exception. ‘The concept of appraisal is absolutely right’ (appraiser council 2). ‘I 
am quite happy with the idea of appraisal even though it is a new experience 
for me ...’ (appraisee council 3). Both for appraisers and appraisees the general 
attitude is one that is favourable towards the idea of management appraisal. As 
responses from appraisees show [figure 1], respondents generally either favour 
or greatly favour the idea of performance appraisal. 

A major reservation about appraisal expressed by a number of respondents 
from council 2 related to the formalized nature of the process in that council 
and the concentration on ‘key result areas’. An appraiser in that council describes 
the process as creating something of a ‘snapshot’. One person in that same 
council who is an appraisee claims that: 


... the appraisal concentrates on a few activities. It does not take account of 
performance in the majority of day to day tasks and I feel that as a 
consequence, there is a concentration of effort to achieve results in those areas 
which are being assessed, perhaps to the detriment of other equally or more 
important areas of work. 


The implementation of performance appraisal in these councils is a fairly recent 
innovation, having been in place in each of these councils for less than three 
years. Participants have gone through perhaps one or two cycles of the appraisal 
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process and there may still be a degree of freshness and unfamiliarity for some 
of those involved. Overall the impression is of an approach to organizational 
and individual management built upon a platform of considerable latent support 
from those who are involved — but support that can be dissipated without clear 
consideration being given to actual practice and longer term consequences. ‘I 
am in favour of appraisal — but it’s hard to maintain this view in the light of 
my experience ...’ (appraisee council 2). 


Some practical considerations 
The time spent by appraisers in preparing for interview varied both within and 
between councils and was particularly substantial as a time commitment for 
appraisers in council 1 as figure 2 indicates. Another distinction that emerges 
between councils 1 and 3 and council 2 is in the length of time that appraisees 
recall the appraisal interview lasting; their recollections are shown in figure 3. 
Anstey and his colleagues, in the major study of appraisal in the civil service, 
observe a correlation between a structured approach to preparation, interview 
preparation time and the length of time devoted to the appraisal interview (1976, 
p. 115). It should not necessarily be assumed, however, that length of time 
equates with quality of interaction, but this evidence, and other data reported 
below, would appear to confirm the somewhat constrained nature of the appraisal 
process seen in council 2. 


Discussion or judgement? 

The performance of managers in their job, along with broader departmental 
concerns formed the subject of discussion in most of the appraisal interviews. 
Also discussed were relations with colleagues and superiors, and with councillors. 
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The process in council 2 was of a more focused nature, as already described 
above. This was viewed as unsatisfactory by a number of respondents. ‘Not 
appraisal — more of a progress report on objectives set; the interviewer 
mentioned specific tasks I had done particularly well; within the limitations of 
the process adopted it was a reasonable and frank interview’ (appraisee council 
2). In both councils 1 and 3 approximately 30 per cent of the respondents 
amongst those being appraised indicated that the weaker areas of their perfor- 
mance were not discussed, and this proportion rises to 50 per cent in council 2. 

There seems an element of paradox here, because it is only in council 2 that 
an attempt was made to ‘rate’ managers achievement of objectives. This was 
done through a complex process that required the appraiser and appraisee, at 
an earlier stage, to identify jointly six key objectives, the importance of which 
varied and required each to be given a weighting — 35 per cent of overall job 
responsibilities, etc. As part of the actual process of appraisal, the performance 
of individuals was rated in the following categories: outstanding, commendable, 
competent, adequate and unacceptable. This was achieved through the appraiser 
assessing performance on each key objective and then multiplying by the 
weighting, totalling and dividing the product by five. This was described by 
one appraiser as ‘... bloody complex ...’, and as the most controversial part of 
the process. ‘In every case they disagreed with the mark given — they all thought 
it should be higher — and it was always the subject of argument.’ This 
requirement for rating was rapidly and informally abandoned by various of the 
appraisers and is being reviewed by the council. There appears to have been 
no central record of the distribution of ratings between different departments, 
so no comparison can be made with practice in other organizations. 
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Discussion of performance ‘weakness’ has consistently been perceived as both 
a central feature of the appraisal process and one that invariably proves 
particularly difficult both for appraiser and appraise. The tensions inherent in 
that exchange were such as to lead one distinguished observer to coin his famous 
phrase about managers being uncomfortable when they are put in the position 
of ‘playing God’ (McGregor 1957). Nonetheless, research by Anstey shows that 
one of the major demands that appraisees have of any appraisal process is that 
it should ‘... let you know your strengths and weaknesses ...’ (1976, p. 118). 
In council 2, 17 per cent of those appraisees who responded to the questionnaire 
left the interview with no impression of their superiors view on their perfor- 
mance; ‘the comparable figures in each of the other two councils is O per 
cent. 


The quality of discussion 

Most appraisees responding in each council consider that the discussion they 
had with their superior was handled on a frank and fair basis. There is however 
a significant minority — 34 per cent — in council 2 who do not feel that the 
interviewer was ‘frank’. It is in this same council that the greatest proportion 
of respondents are found who do not consider that the interview was ‘fair’ — 
almost 20 per cent making such a comment. This should probably be interpreted 
not in relation to the personal integrity of those people involved but perhaps 
as a reflection of the more constrained and focused nature of the appraisal 
discussion in that authority. Nonetheless, in all three councils there were 
examples of what was perceived to be a considerable degree of openness in the 
discussions that took place.’ ‘I thought it was candid, open and motivating’ 
(appraisee council 1). ‘I thought people were very open... and it takes a lot of 
courage to expose your throat to the boss’ (appraiser council 3). In each council, 
between 80 and 90 per cent of those responsible for appraisal felt that the 
appraisal process and the requirement to sit down and discuss performance 
candidly and openly with staff ‘fits my management style’. 


Will it make any difference? 

In councils 1 and 3 a clear majority of appraisees indicate that the appraisal 
process will have a positive effect on their performance. In each case almost 90 
per cent of those responding feel that the discipline of reflecting upon and 
reviewing their work will produce some improvement in their work performance. 
‘Preparing for the appraisal was probably the most beneficial thing and more 
beneficial than the interview itself. I had to set aside time to think/reflect and 
be self-critical’ (appraisee council 3). 

A smaller proportion of respondents in council 2 — 45 per cent — consider 
that the process will effect an improvement in their performance. Those who 
felt their performance was not discussed adequately commented that there was: 
‘Little discussion of work performance. No discussion of my performance, more 
the structure of the division’ (comments from appraisees council 2). From the 
perspective of the appraiser, expectation of performance improvement is more 
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evenly distributed amongst the respondents in the three councils; figure 4 
illustrates the observations of appraisers. 


Who gains from appraisal? 

The overwhelming majority of appraisers consider they gained something useful 
from the appraisal interviews that they have participated in to date (council 1 
— 89 per cent of those responding, council 2 — 87 per cent, council 3 — 100 per 
cent). 

The proportion reporting that they modified their assessment of the appraisees 
whom they interviewed in light of the discussion at the appraisal interview 
varied from council to council with almost 80 per cent of those in council 1 
indicating they did so; as did 50 per cent in councils 2 and 3. Some appraisers 
(25 per cent in council 1; 8 per cent council 2 and 33 per cent council 3) also 
reported the entire process made them more aware of both job and staff issues 
amongst the staff for whom they were responsible. To set against these findings 
the observation of the appraisees, we should note that in each case a little under 
half of them report discussing their work frequently with their superior and 
appraiser. In one case (council 3), almost a quarter report that they discuss their 
work only rarely. In the same council, exactly the same proportion of people 
— though not the same people — reported that there were ‘surprises’ for them 
in the appraisal process; only 11 per cent said so in council 1 and 6 per cent 
said so in council 2. 

To attempt to summarize, what has been observed in the sample authorities 
is an indication of a working relationship which is more common than is assumed 
to be the case at a senior level in local government. Superiors assume that a 
confident degree of knowledge about the work their staff are involved in is 
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synonymous with knowing how their staff — even their senior colleagues — are 
working, thinking and feeling. ‘I have a pretty good idea of what's going on 
anyway’ (appraiser council 2). 


Some practical outcomes 

In council 1, almost 95 per cent of those reponding to our questionnaire indicated 
that their training needs and interests were discussed as part of the appraisal 
interview. The comparable figures for councils 2 and 3 are 23 per cent and 46 
per cent respectively. 

Some comments from appraisees suggest that the follow-up in terms of specific 
training and development opportunities may be weak. ‘I don’t think that either 
of the training requirements 1 suggested were even reported to the personnel 
department ...’ (appraisee council 2). ‘Follow-up by appraiser — paperwork and 
other specific action — was not effective’ (appraisee council 1). In the case of 
each council it was only in a distinct minority of instances (6 per cent, 6 per 
cent and 8 per cent respectively in councils 1, 2, and 3) that the interview process 
or the actions of the person responsible for appraisal gave an indication to those 
being appraised as to how ‘you might do a better job’. 

It is clear that in the three councils little consideration has been given as to 
how appraisal relates to the promotion and appointment procedures of the 
council. In each case a significant minority of appraisees claimed that their 
prospects of promotion were discussed (35 per cent, 13 per cent, and 8 per cent 
respectively of respondents in each council). In the nature of such things, where 
this was discussed the majority gained the impression they were suited for 
promotion. However, in no‘case is the appraiser the sole arbiter of promotion, 
and in some cases he or she will not even be party to any such decision. No 
consideration appears to have been given to the manner in which a series of 
positive appraisal reports might influence a promotion decision. Nor has it been 
considered that a candidate could waive his or her confidentiality and ask for 
such reports to be shown to an appointment panel. 


Does the process motivate? 
Pollitt (1988) has argued that there are different models of staff appraisal: the 
managerial, the developmental and the emergent consumer model. It seems clear 
that the first is essentially a development of Taylorism (Taylor 1947) and the 
second approach to appraisal is clearly related to the Human Relations school. 
It is then, neither surprising nor coincidental that the landmark Harvard Business 
Review article criticizing common post-war patterns of appraisal in the USA 
was written by Douglas McGregor (1957). What unites both models [the 
consumer model is not so relevant here] albeit in a perhaps uneasy relationship, 
is a concern to see the subject of appraisal encouraged and motivated and 
consequently presumed to produce a better performance. 

Respondents were therefore asked whether the appraisal process as a whole 
had an encouraging or discouraging effect on them. The responses from 
appraisees in different councils are shown in figure 5 below. 
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Figure 6 attempts to compare responses to three different questions from 
those who have been appraised. It compares whether respondents were given 
a positive view of their performance, whether they were encouraged by the 
process and whether they anticipated that their performance would improve in 
the future. 

The data shown here suggests that there is «a consistent view held by 
respondents from each of the councils. Figure 5 shows that in councils 1 and 3 
there is a greater likelihood that staff find the appraisal process encouraging 
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than is the case in council 2. Figure 6 again shows a contrast between councils 
1 and 3 and council 2. When given positive feedback, respondents find it 
encouraging and anticipate it will lead to an improvement in their performance. 


Some conclusions 

The evidence presented in this study of three local authorities confirms other 
experience that people at work value the introduction of some form of appraisal. 
Getting the right balance between supportive appraisal encouraging to the 
development of individual performance in contrast to an assessment of achieve- 
ment is difficult. In one of the councils studied — 2 — it appears that a lack of 
clarity about the purpose of appraisal has contributed to considerable unhappi- 
ness with the detailed implementation of a process which the clear majority 
welcomed in principle. A procedure that concentrates solely on achieving defined 
objectives may be seen as limiting and unsatisfactory by those involved. 

This process will be further complicated if there is any intention to relate pay 
to performance. That has quite deliberately not been suggested in these three 
councils. In council 3, performance-related pay was discussed briefly but one 
senior official observed that the chief executive was not keen on the idea. ‘.. . he 
takes the view that if we had half a brain we would get round any system 
devised — and make money from it.’ The attempt in council 2 to use a ‘rating’ 
system as a means of comparison was both unwieldy and controversial which 
suggests that even a complex procedure which purports to give an unequivocal 
judgement on staff performance may not be acceptable in the circumstances of 
local government. 

This study also suggests’ that the form of appraisal employed will affect 
perceptions within the organization and staff motivation. There is no evidence 
available to allow us to compare the respective capacities and qualities of 
appraisers in councils 1 and 3 as against 2. Empirical observation and common 
sense would suggest they are not likely to be either more or less effective as 
appraisers — unless the formal training, which only occurred in this council, was 
counterproductive! It is therefore clearly important to shape the formal proce- 
dures in a way which accords with the values and culture of the organization. 

A concern for accountability and consistency have lead many public organiza- 
tions, most notably local authorities, to create a plethora of discrete procedures 
and systems for staff management. None of the three councils appear to have 
considered how a new personnel procedure — appraisal — would impact on other 
procedures for promotion and discipline, other than to assert that the two are 
unrelated and discrete. Doing this without considering the dynamic relationship 
between all those different subsystems may lead to frustration and instability 
within the organization, particularly if matters such as suitability for promotion 
are to be discussed at appraisal interviews. 

As local authorities come to take an increasingly positive and ‘forward’ view 
of staff management some form of appraisal will become a necessary element 
in the employment relationship for all staff. Given the numbers involved councils 
will need to consider whether the form of appraisal discussed here is appropriate 
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for staff throughout the organization. If it is considered to be appropriate the 
time costs will have to be carefully evaluated against potential and actual benefits. 
It appears from this study that creating a positive climate within the organization 
for appraisal is more important than elaborate and formalized systems of 
appraisal procedures. 

Perhaps the last word should be from one respondent — an appraise in council 
1 — who commented: ‘The Hawthorne Effect works: i.e. because one is being 
appraised, one thinks about the job, therefore performance improves, The process 
is more important than the interview.’ 


REFERENCES 

Anstey, E, C. Fletcher and J. Walker. 1976. Staff appraisal and development. London: Allen and 
Unwin. 

Cabinet Office. 1991 The citizen's charter: raising the standard. Command 1599. London: HMSO. 

Committee of Public Accounts 234. 1991. Staff appraisal in the civil seroice. London: HMSO 

Fowler, A. 1975. Personnel management m local government London: Institute of Personnel 
Management. 

— 1988. Human resource management in local government. Harlow: Longman. 

Local Government Management Board. 1990. Squaring up to better management. Luton: LGMB 

Local Government Training Board. 1986. Survey of management development in local government. 
Luton: LGTB. 

Long, P. 1986. Performance appraisal revisited. London: Institute of Personnel Management. 

McGregor, D. 1957. ‘An uneasy look at performance appraisal’, Appraising performance appraisal. 
Boston: Harvard Business Review. 

Meyer, H, E. Kay and J. French. 1970. ‘Split roles in performance appraisal’, Appraising performance 
appraisal. Boston: Harvard Business Review. 

Pollitt, C. 1986. ‘Beyond the managerial model. the case for broadening performance assessment 
in government and the public services’, Financial Accountability and Management 2, 3. 

Pollitt, C. 1988. ‘Models of staff appraisal: some political implications’, Higher Education Review 
20, 2. 

Randell, G, P. Packard, R. Shaw and A. Slater. 1972. Staff appraisal. London: Institute of Personnel 
Management. 

Rowe, K. H. 1964. ‘An appraisal of appraisals’, Journal of Management Studies Vol. 1. 

Sofer, C. and M. Tuchman. 1970 ‘Appraisal interviews and the structure of colleague relations’, 
Sociological Review Vol. 8. 

Taylor, F. W. 1947. The principles of scientific management. London: Harper 

Walker, N. 1961. Morale in the civil service, Edinburgh: Edinburgh University Press 


© Basil Blackwell Lid 1993 ‘ 


REVIEWS 





CABINET DECISIONS ON FOREIGN POLICY. 
THE BRITISH EXPERIENCE OCTOBER 1938-JUNE 1941 


Christopher Hill 
Cambridge University Press, 1991. 359pp. £37.50 (US $64.95) 


For nearly two decades I have sat in the Public Record Office as an historian, wallowin 
in its fabulously rich depths and asking ‘Why don’t the political scientists come af 
share the pleasures and the insights?’ In my uncharitable moments I have wondered 
could it be that primary material, i.e. proper evidence, is faintly worrying to those who 
would build models or construct theories. 

At last a top flight scholar, albeit of the international relations variety, has broken 
the taboo. Christopher Hill's achievement makes me glow with pleasure. The benefits, 
when archive meets political scientist, are as plentiful as I’d always hoped. 

His half-dozen case studies culled from the period between Munich and Hitler's 
invasion of the Soviet Union shed new light on cabinet process, the special relationship 
between premier and foreign secretary, the differences ad similarities between peacetime 
(of a sort) Cabinets and war Cabinets (during both ‘phoney’ and ‘total’ conflicts) as 
well as upon the episodes themselves. 

For example, Dr Hill’s anatomy of the cabinet ‘revolt’ which finally pushed Chamber- 
lain and Halifax into issuing an ultimatum to Hitler sooner rather than later in early 
September 1939, gets that celebrated event in its proper context — the finest kind of 
demythology. 

In fact, his entire treatment (embracing the Polish Guarantee of March 1939, the 
prospect of an Anglo-Soviet Alliance April-August 1939, the outbreak of war, Hitler's 
‘peace offensive’ October 1939, standing and fighting alone May-June 1940 and the 
row about war aims August 1940—June 1941) destroys what remains of the simplicities 
of the old prime ministerial versus cabinet government debate. Even in a crisis period, 
with the premiership passing from one dominant Prime Minister (Chamberlain) to 
another (Churchill), the meagreness of that school of analysis is plain for all to see. 

Equally the notion of ‘war Cabinet’ as de facto ‘inner Cabinet’ at the first hurdle. 
And few, after reading Dr Hill, will dare peddle the notion that the Big Four (Chamberlain 
plus Halifax, Hoare and Simon) ran the appeasement policy as a monolithic, impregnable 
cabal in the late 1930s. The sooner the PRO at Kew fills with other Dr Hills carrying his 
approach into the peace the better — both for historians and political scientists. 


Peter Hennessy 


Queen Mary and Westfield College 
University of London 
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PARLIAMENTARY QUESTIONS 


Mark Franklin and Philip Norton (eds.), 
Oxford University Press, 1993. 215pp. £27.50 (cloth) 


THE HOUSE OF LORDS AT WORK: A STUDY BASED 
ON THE 1988-1989 SESSION 


Donald Shell and David Beamish (eds.), 
Oxford University Press, 1993. 412pp. £45.00 (cloth) 


Over the years, the Study of Parliament Group has acquired a reputation for producing 
thoroughly researched publications. These two books, both written by members of the 
group, fully live up to the high standards set by their predecessors, 

Questions are one of the most widely publicized aspects of parliamentary activity. The 
introduction of television cameras into the Commons has made the often rowdy spectacle 
of Question Time (especially Prnme Minister's Question Time) a familiar one well beyond 
Britain's shores. Extravagant claims are often made as to its significance as a mechanism 
through which backbenchers may call the executive to account. It is, therefore, surprising 
that though there have been numerous articles, there has been no book-length study 
since the publication of Chester and Bowring’s Questions in Parliament in 1962. 
Parliamentary Questions thus fills a significant gap in the literature. Focusing on the thirty 
years since Chester and Bowring’s work, it examines the changes that have occurred 
and evaluates the effectiveness o PQs today, taking into account the outcome of the two 
reports from the Select Committee on Procedure during the last Parliament. 

A good deal of the book has, necessarily, to do with largely procedural matters. 
There are, for instance, chapters on the parliamentary rules governing PQs and how 
questions are dealt with in deperients But equal weight is also given to behavioural 
aspects such as what actually happens in the Chamber of the House and MPs’ motivations 
in tabling questions. It is a common criticism that the effectiveness of Question Time 
has been undermined by the increasing involvement of o position front-benchers and 
the extent to which it has become a party political batilecround Such criticisms are 
evaluated. Procedural and behavioural changes are also set in the broader context of 
such developments as: the changing role of government; constituents’ expectations 
and the rise of the ‘career politician’. Another often neglected but important aspect 
of PQs examuned is the use to which they are put by pressure oups (in whose lobbying 
of Parliament there has been a great expansion) and the media 

One criticism of Parliamentary Questions is that its index is not as comprehensive as 
it might have been. But this is a minor fault in an otherwise well-organized and most 
informative volume. 

The House of Lords has attracted considerable attention in recent years. (A whole 
chapter is, for instance, devoted to it in Parliamentary Questions — a marked contrast 
with the slight attention it merited in Chester and Bowring’s study.) One reason for 
this is doubtless the televizing of its proceedings, which began well before that of the 
Commons. A much more important factor, though, was the increased assertiveness and 
independence it displayed during Mrs Thatcher's premiership. The House of Lords at 
Work is, like Parliamentary Questions, a well-written volume. It also contains a wealth of 
statistical and other data: there are some 60 tables in addition to extensive appendices. 
There are chapters on membership; legislation of all sorts, debates and questions, 
committees and services and facilities The Select Committee on the European Communi- 
ties, the thoroughness of whose work has been much praised by comparison with the the 
Commons’ scrutiny of EC legislation, is also examined in detail. 
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However, focusing on a single session, as this book does, has disadvantages. One of 
these, the fact that no single session can be typical, is alleviated here by setting the 
1988—1989 session in a wider context. But there remains the very real ee that 
such studies very rapidly appear dated. The session examined ended well over three 
years before the book was published. 

There are, of course, advantages in the single-season approach. It makes it easier 
clearly to demonstrate just how many activities are going on simultaneously. It also 
facilitates more detailed exploration of the work done by the Lords than would otherwise 
be possible. The result in this case, however, 1s a volume which for all its strengths of 
in-depth study (or, rather, because of them) is probably too detailed for the general 
British politics reader. Parliamentary Questions must have an assured place on any booklist 
on Parliament. The House of Lords at Work — especially given the existence of Donald 
Shell’s own excellent volume The House of Lords (already in its second edition) is hkely 
to appeal only to those with a specialist interest in the upper House. 


Keith Alderman 
University of York 


DOES PARLIAMENT MATTER? 


Philip Norton 
Harvester Wheatsheaf, 1993. 230pp. £40 (cloth), £9.95 (paper) 





This is typical of Philip Norton's work. It is empirically thorough, theoretically 
underdeveloped and normatively conservative. 

In the last twenty years the study of Parliament has become more systematic and 
much less reliant on anecdote. Philip Norton has played a major part in this development; 
there are 37 references to his own books and articles in this introductory text. This 
book presents a well-written summary of the work of Norton and others on Parliament. 

It is divided into two main parts. The first part examines the relationship between 
Parliament and government. Here, there are chapters on the role of Parliament: as a 
training -ground for ministers (chapter 3); in the initiation of legislation (chapter 4); in 
the passage of legislation (chapter 5); and as a check on the administration of government 
(chapter 6). The last chapter in the section (chapter 7), which looks at the rule of 
Parliament in relation to the European Community, is particularly useful as many 
introductory texts on Parliament have paid little attention to this area which is clearly 
of growing importance. 

The second part deals with the relationship between Parliament and the citizen: Here, 
there are chapters on: Parliament's role as a legitimator of executive decisions (chapter 
8); MPs’ relationships with their constituents (chapter 9); the relations between organized 
and unorganized interests and Parliament (chapters 10 and 11); and Parliament's role in 
educating and mobilizing citizens (chapter 12). 

None of the conclusions are surprising but they are balanced and informed. Norton, 
lke many before him, suggests that the two core functions of Parliament are the 
legitimation of decisions taken by the executive and the recruitment, socialization and 

ining of ministers. However, he also emphasizes that the relationship between 
Se and citizens ıs crucial, with Parliament acting as an important condwt 

tween government and people. More specifically, he argues that this role has been 
increasing in importance with a dramatic growth in the use made of MPs by constituents 
and of Parliament by organized interests. In contrast, Norton recognizes, as any observer 
must, that Parliament's ability to check the power of the executive is limited, although 
he does argue that the changes in the Select Committee system mean that Parliament 
helps keep government on its toes and ıs seen to do so. Overall, he assserts: ‘the 
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centrality of Parliament to the political system. Parliament cannot be extricated from 
that system without destroying the system itself’. 

So far, so good; one could recommend this book to students as a thorough and 
up-to-date review of the empirical material on the role of Parliament. Indeed I shall. 
However, I will also set my students a challenging question: ‘What can we conclude 
about Philip Norton’s normative view of democracy from Does Parliament Matter?’ The 
answer should be clear to any competent student. Norton operates with a conservative, 
top-down, view of democracy. Government, provided it is freely and fairly elected, 
‘open’ to representations from the population, particularly through Parliament, and 
Aee to limited accountability by Parliament, should be left to govern, our rulers are 
best-fitted to rule. I am normatively opposed to that position, but that is not my 
problem here. Rather, I think that Norton should have raised these questions in a book 
which essentially addresses the role which Parliament plays in British democracy. I do 
not disagree with Norton’s assessment of the role which Parliament plays, but my 
normative view is that it should play a much more active role in the effective scrutiny 
of the executive. It fails to play such a role, and no changes which allow it to play such 
a role are likely, because, like the other institutions and processes of British politics, it 
is underpinned by a conception of democracy which stresses leadership rather than 
participation. In the debates about democracy which shaped British political institutions 
it was the view of conservatives like Norton which prevailed; more’s the pity. 

For this reason, and if the reader will excuse this polemic, I think Norton’s book 
should be read and recommended along with two, recently published, antedotes: David 
Judge's The Parliamentary State (Sage, 1993) which is a theoretically literate defence of 
the importance of Parliament in the British political system; and Tony Tant’s, British 
Government: The Triumph of Elitism (Dartmouth, 1993) which examines the narrow and 
élitist nature of the British political tradition. 


David Marsh 
University of Strathclyde 


THE POLITICS OF ECONOMIC POLICY 


Wyn Grant 
Harvester Wheatsheaf, 1993. 177pp. £9.95. 





The last two decades have seen the discrediting of Keynesianism, the abandonment of 
monetarism and the disintegration of European economic co-operation based on the ERM. 
Economic policy making 1s now much more difficult to undertake and to analyse. Amidst 
diagnoses of national economic powerlessness the reassuring old landmarks of theoretical 
orthodoxies and domestic economic sovereignty have been erased from the map If 
economic policy making has become more complex it has also become less interesting 
to students. The technicalities of exchange rate bands and G7 economic summits are a 
poor substitute for the old set piece battles between a Labour Party espousing 
red-blooded socialist planning and Conservatives out to defend free trade against the 
xenophobic barbarians. Yet +» Wyn Grant observes, economic policy remains central to 
the political process. How should it be analysed and taught? 

Grant provides a splendidly topical review of the issues and, indirectly, of the literature 
on British economic policy meine Much of the book is contextual with excellent 
chapters on economic orthodoxies (monetansm in five pages — invaluable), and on the 
eleke economy. But there are also more administratively detailed chapters on the 
Treasury and the expenditure process which will allow students to make the link between 
the theory and the practice. Or, as Grant observes, the problem and the reaction. 

This is very much a book dealing with political institutions, processes and choices; 
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it is almost perversely non-polemical. Thus there is relatively little on the role of political 
parties and the ideological debate in the Labour or Conservative Parties — the Liberal 
Democrats get one isolated mention. This is fair enough but one might be more inclined 
to take issue with the concentration on macro-economic policy with only limited mention 
of the supply side. The book deals with the ERM taking the discussion up to ‘Black 
Wednesday’ but one implication of the ERM, and of the loss of macro-economic 
sovereignty, is precisely to raise the salience of the supply-side. If Keynesiarism allowed 
the Treasury to forsake industrial intervention for demand management, so equally the 
loss of room for manoeuvre in fiscal and monetary policy requires government to 
re-emphasize the conditions for high investment and productivity. Less Treasury, more 
DTI? 

Students could be expected to read this text. Grant manages to navigate successfully 
between the shoals of turgidity which surround the subject. He has a light touch, the 
discussion moves briskly and is sprinkled with intriguing asides but it is a fairly 
demanding introduction. First and second year undergraduates will benefit, especially if 
they are willing to follow up the references. Plenty of questions are posed, the answers 
are less generously supplied, perhaps because in politics as in economucs ‘the days of 
grand overarching theories seem to be over’ (p. 62). Thus what are the causes of Britain’s 
relative economic decline? Management, yes; institutions, yes; but causes are multiple 
(p. 23). Did Mrs Thatcher succeed in reversing decline? Possibly (p. 24, 55). Is there 
a political business cycle? Probably not (p. 39). Should the Bank of England be 
independent? Maybe yes, maybe no (p. 77). Grant’s theme is one of relative power- 
lessness. Governments cannot deliver as much as electorates and groups expect, national 
economic sovereignty is declining, Europe post Maastricht is in a state of indecision 
and the institutions guiding the international economy are dangerously weak. Not a 
cheerful prospect. 

Although this is a text-book Grant has not written down to his audience and 
non-specialist academics would find much of interest. Just as he has eschewed polemics, 
however, so also has he resisted the temptation to build or apply models. He talks of 
‘insiders’ (particularly the Treasury/Bank establishment); of éltes and élite opinion. But 
he is sceptical of corporatism (p. 48), reluctant to attach too much importance to the 
Treasury, dismissive of the CBI and does not overplay the importance of economic ideas. 
His discussion would lend itself to a treatment based on élitism or policy communities 
and is influenced, as most of us have been, by the historical studies that stress the 
individualistic base of the British industrial revolution, the power of finance capital and 
the relative weakness of large manufacturing firms. Yet one of the striking features 
of his analysis, is the importance he attaches to large, global firms. His treatment of 
economic policy making describes an establishment that remains fairly well-insulated 
from the competitive requirements of such firms — plus ga change? 


Stephan Wilks 
University of Exeter 


STRENGTHENING LOCAL GOVERNMENT IN THE 1990s 
Steven Leach (ed.) 
Longman, 1992. 157pp. £31.95 


This is an edited collection of papers first delivered at a conference in Birmingham in 
October 1991. Called to mark, and celebrate, the 25th anniversary of John Stewart's 
association with, and leadership of, the Institute of Local Government Studies (INLOGOV), 
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the conference pursued three major themes: John Stewart's contribution to the study of 
local government; the many problems confronting local authorities; and the identification 
of ways and means by which local government could fight back and strengthen its 
position in the polity after the traumas of the 1980s. 

Of the seven papers reproduced here, three are by academics (Rod Rhodes, George 
Jones, and Stewart himself) and the rest by several notabili from the world of local 
government. The conference must have been ‘a bit of a do’, attended as it was by 
people who knew each other very well and agreed with each other very often. In fact, 
as one contributor put it, it was a family occasion. Put another way, it was a very 
private party for public people in the public sector. This book is the public outcome of 
that private function. What does it contain? How can we assess it? 

Rhodes gets the show on the road with a useful, interesting and diplomatic assessment 
of John Stewart's publications and their contribution to the study of local government. 
George Jones follows with an account of how the ‘Jones—Stewart’ writing partnership 
fought and lost a series of battles with the Conservative governments in 1980s over 
the issue of accountability in local government. Rodney Brooke then describes, in some 
detail, the Conservatives’ attack on the traditional public service ethic in local govern- 
ment, This is followed by a short piece from Roger Taylor (Chief Executive of 
Birmingham Council) who poses a series of questions about the role of local councillor- 
s/politiaans, questions based on assumptions about the past which do not fit with the 
ae line taken in the book. Thereafter we have chapters dealing with management 

evelopment and the natural innovatory character of local government. John Stewart 
ponclitles with a piece entitled ‘Lessons for the future’. 

Few would deny that over the years John Stewart and INLOGOV have done a superb 
job in training local government personnel and, just as important, forging the very 
necessary links between academia and the world of practice. On those grounds alone 
John Stewart deserves this public celebration of his role. Moreover, the individual 
chapters are either sufficiently useful or sufficiently interesting to merit purchase of the 
book by libraries. Individuals, after noting the price, will think twice before doing so. 
That said, it is at this pomt that a little problem emerges, a problem which has been 
waiting for comment for some considerable tme. 

We all have our party political preferences. We all have our institutional likes and 
dislikes, We all have our conceptual hobbies. This reviewer, for example, supports the 
Conservative Party. This reviewer is a sceptic about the supposed traditional virtues of 
elected local authonities in Britain. This reviewer finds it difficult to equate, automatically, 
local democracy and local authorities and he is not sure that local democracy, in that 
sense, is a necessary component of democracy in late twentieth-century Bnitain. To be 
explicit: if Birmingham and Solihull Councils are supposed to encapsulate local demo- 
cracy then I’m an Aston Villa supporter. However, on all these counts I am prepared 
to admit that I may be wrong, that they may be profoundly mistaken points of 
view. I have rarely detected any similar acceptance of Ellibility from John Stewart and 
the INLOGOV school, even less any willingness to come out of the closet and explicitly 
state that their ideological preferences (which they call ‘theory’) are a combination of 
old-fashioned Fabianism (local élites know best) and old-fashioned social democracy (the 
public sector is always, and everywhere, better than the private sector). 

There can be no assessment of this book without noting that its analysis reflects only 
too well these characteristics of the Birmingham school of local government studies. 
The only exception is the Rhodes’ piece. Otherwise, the message is constantly rammed 
home — for local democracy and local government the problem is Thatcherism, or the 
Conservative élite. These broke with the old consensus and broke with the old 
constitutional settlement and the results are everywhere wholly bad. 

The alternative interpretation, of course, is that John Stewart and INLOGOV are also 
part of the problem. In other words, during the 1980s two nval fundamentalisms 
confronted each other; the one argued that local government was all good and the 
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other that local government was all bad. The only loser in this confrontation was local 
government itself. In choosing to combat Thatcherism on all its local dimensions the 
Birmingham school did local government a profound disservice. If you want to combat 
an opposing ideology you need to admit your own, want to understand your opponents’, 
and choose your specific targets to attack. This was not done and this book shows why. 
Read this book and wallow in nostalgia for times, not lost, but constructed for ial 
purposes. Read this book as a case study in strategic miscalculation. With fende like 
these in the 1980s, local government didn’t need enemies. The paradox is that there 
are now signs that Stewart and INLOGOV are beginning to learn some new tricks, that 
they have benefited, analytically, from the Thatcherite onslaught on their ideological 
stronghold. What a pity it may be all too late to save the instituton which they are 
so committed to support. 


Jim Bulpitt 
University of Warwick 


FROM RATES TO THE POLL TAX 


Arthur Midwinter and Claire Monaghan 
Edinburgh University Press, 1993. 160pp. £32.00 (cloth), £14.95 (paper) 


Arthur Midwinter has been one of the few specialists who in the 1980s really understood 
both the overall picture and the detail of British local finance systems. Thus his work 
has been free of the errors committed in a number of published studies of British local 
authorities’ expenditure and tax behaviour during this period. For this alone some of 
his past work deserves respect. This book, co-authored with Claire Monaghan on local 
government finance in the Thatcher Era demonstrates this particular knowledge of the 
Scottish local finance system and central-local relations (such as they remain) in Scotland. 
After an introductory chapter covenng the historical development of local government 
and the fiscal and budgetary environment, the authors analyse the Conservative agenda, 
and the influence of public choice theory on Conservative strategy towards local 
government. Two chapters then deal with the growth of capping, penalties, and 
other attempts to control local spending, and the poll tax-based reforms. Reflecting a 
broad definition of local government finance there is a chapter covering the attempt to 
apply value-for-money techniques to local government, before overall conclusions are 
awn in the final chapter on ‘The Limits to Financial Reform’. 

The authors thus attempt to cover much material in such a short text (I estimate 
around 53,000 words). The selection of material was well judged, although the gap 
between the discussion of the poll tax in chapter four and the (too brief) description of 
its downfall and replacement Ey the council tax I found strange. But perhaps that .s 
because as the author of a book devoted entirely to the poll tax (not mentioned in this 
text) I am more interested in the actual waste of resources under poll tax, than the much 
smaller potential resource savings from the application of value-for-money techniques 
to local government. 

This receiver would certainly agree with the general conclusion that much of the 
Thatcher local government finance policy in the 1980s failed because it was not based 
on a sound analysis, and that this reflected an ideological drive which led to intellectual 
short cuts. However, where I disagree is in the attempt to pin the blame on public 
choice theory. The authors’ knowledge of public choice theory is obviously limited, and 
they appear to believe that it necessarily (p.32) assumes ‘the existence of a relatively 
non-ideological two-party system, competing around ... the preferences of the median 
voter’. My own interpretation is that the New Right thinkers in Britain have been 
scandalously selective in their use of public choice theory, especially in their thinking 
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on local government. (Nothing could be lower than Mason’s selective quoting of Adam 
Smith on the poll tax from The Wealth of Nations, in his own 1985 pamphlet for the 
Adam Smith Institute advocating a modern poll tax in Britain). Speci ca , the New 
Right ignored relevant writings by James Buchanan and a paper by Greene in the journal 

lic Choice which, if used, would have predicted that the poll tax based reforms would 
lead to political unpopularity and massive increases in central funding. The poll tax 
experience where the Major government targeted 6 bn. in extra VAT afd other national 
taxes to take the sting out ak the tax, surely validates public choice theorists’ emphasis 
on fiscal illusion and the importance of visibility in taxation. 

I must also criticize a habit the authors share with the New Right: the practice of 
ignoring published findings inconvenient to their prefered thesis. This occurs where they 
attempt to support their (preferred) view that local tax (poll tax) levels or increases have 
no important systematic influence on local elections. They admit that their own Scottish 
evidence is small. They don’t consider a number of articles based on wider evidence 
and recently published in journals well known to the authors which would contradict 

eir view. 

The authors are also clearly not comfortable in economics and this may explain why 
they have completely ignored much of the best analytical work on the poll tax by 
economists such as Glen Bramley, David King, Stephen Smith and co-workers at the 
Institute for Fiscal Studies, or the once York based team of Barnett, Levaggio, and Peter 
Smith. 

Despite these criticisms the book has its merits and provides a damaging critique of the 
Conservative governments’ policy shortcomings in attempts to reform local government 
finance since 1979. It will be read with interest by many in its target readership amongst 
students, trainee accountants, and local authority officers. Would that it could dissuade 
the current government from its present course of universal expenditure capping, and, 
perhaps even worse, accepting seriously flawed plans for the reorganization of local 
government. 


John Gibson 
University of Birmingham 


VOLUME 71, 1993 


ARTICLES 


ASHBURNER, Lynn and CAIRNCROSS, Liz 
Membership of the ‘new style’ health authorities: continuity or change; 
BALAZS, Istvan 
The transformation of Hungarian public administration 
BUTLER, Robin 
The evolution of the civil service—a progress report 
CAMERON, Robert 
Regional services councils in South Africa: past, present and future 
CARTER, Neil and GREER, Patricia 
Evaluating agencies: Next Steps and performance indicators 
COLVILLE, Ian, DALTON, Kevin and TOMKINS, Cyril 
Developing and understanding cultural change in HM Customs and Excise: 
there is more to dancing than knowing the Next Steps 
DOMBERGER, Simon and HENSHER, David 
On the performance of competitively tendered public sector cleaning 
contracts 
ELSTER, Jon 
Constitution-making in Central and Eastern Europe: rebuilding the boat 
in the open sea 
FREEMANTLE, Nick, WATT, Ian and MASON, James 
Developments in the purchasing process in the NHS: towards an explicit 
politics of rationing? 
GIDDINGS, Philip 
Complaints, remedies and the Health Service Commissioner 
HENDRYCH, Dusan 
Transforming Czechoslovakian public administration: traditions and new 
challenges 
HESSE, Joachim Jens 
Introduction: Administrative transformation in Central and Eastern Europe 
HESSE, Joachim Jens 
From transformation to modernization: admunustrative change in Central and 
Eastern Europe 
JAMES; Simon 
The idea brokers: the umpact of think tanks on British government 
KERLEY, Richard 
Appraisal in practice 


Tan 

Pay determination in the British civil service since 1979 
KONIG, Klaus 

Administratrve transformation m Eastern Germany 
KULESZA, Michal Z 

Options for admimustrative reform m Poland 

LESAGE, Michel 
' The cnsis of public admunustration in Russia 
LETOWSKI, Janusz 

Polish public administration between crisis and renewal 
MILNE, Robin G. 

Contractors’ expenence of compulsory competitive tendering: 

a case study of contract cleaners m the NHS 


Index 


357-375 

75—88 
395—406 
417—439 


407—416 
549-566 
441—454 
169-217 


535-548 


377—394 


41—45 


liHiv 


219-257 
491-506 
605—616 
323—340 
135-149 

33—40 
121-133 


I-11 


301-321 


PHYTHIAN, Mark, and LITTLE, Walter 
Administering Britain's arms trade 


POMAHAC, Richard 
Administrative modernization in Czechoslovakia between constitutional 
and economic reform 


SCHRIJVERS, A. P. M. 


The management of a larger town 


SHELLEY, Ivor 
What happened to the RIPA? 


SMITH, Martm J, MARSH, David and RICHARDS, David 
Central government departments and the policy process 


SZABO, Gabor 
Administrative transition in a Post-Communist society: the case of Hungary 


TARAS, Wojciech 
Changes ın Polish public administration 1989-1991 


TEMPLE, Michael 
Devon County Council: a case study of a hung council 


TOONEN, Theo 
Analysing mstitutional change and administrative transformation: 
a comparative view 


VEREBELYI, Imre 
Options for administrative reform in Hungary 


VIDLAKOVA, Olga 
Options for admmistrative reform in the Czech Republic 


WILFORD, Rick, MILLER, Robert, BELL, Yolanda and DONOGHUE, Freda 
In their own voices: women councillors in Northern Ireland 


WISTOW, Gerald and BARNES, Marian 
User involvement in community care. origins, purposes and applications 


BOOK REVIEWS . 


ANDERSEN, Cecilia, Influencing the European Community 
Jeremy Richardson) 

DAY, Patncia (ed.), Managing change: implementing primary health care policy 
(Steve Harrison) 

FRANKLIN, Mark and NORTON, Philip {eds.), Parliamentary Questions 
(Keith Alderman) 

GRANT, Wyn, The politics of econome policy 
(Stephan Wilks) 

GREENWOOD, Justin, GROTE, Jurgen R. and RONIT, Karsten (eds.), Organized 
interests and the European Community 
John Peterson) 

HILL, Christopher Cabinet decisions on foreign policy. The British 
experience, October 1938—June 1941 
(Peter Hennessy) 

LEACH, Steven (ed.), Strengthening local government m the 1990s 
Qim Bulpitt) 

LEACH, Steve and STEWART, John, The politics of hung authorities 
(lan Holliday) 

MARSH, David, The new politics of British trade unionism 
(Peter Jones) 

MIDWINTER, Arthur and MONAGHAN, Claire, From rates to the poll tax 
John Gibson) 

NORTON, Philip, Does Parliament matter? 
(David Marsh) 

O'LEARY, Brendan and McGARRY, John, The politics of antagomsm: 
understanding Northern Ireland 
(Paul Arthur) 


259-277 


55—63 


595—603 


471—489 


567-594 


89—103 


13—32 


507-533 


151—168 


105—120 


65-74 


341-355 


279-299 


461—462 
462—463 
618—619 


620—621 


450—461 


617 
621-623 
455—456 
463—464 
623—624 


619—620 


459—460 


PAGE, Edward C, Localism and centralism in Europe 
Johan P. Olsen) 

SAWARD, Michael, Co-optive politics and state legitimacy 
(Rodney Barker) 

SCHWARZ, J. European administrative Law 
(Dawn Oliver) 


SHELL, Donald and BEAMISH David (eds.), The House of Lords at work: 


a study based on the 1988-1989 session 
(Keith Alderman) 

YEATMAN, Anna, Bureaucrats, technocrats, femocrats: essays on the 
contemporary Austrahan state 
Jennifer Craik) 

ZIMMERMAN, Joseph, Contemporary American Federalism: the growth 
of national power 
(David McKAY) 


458—459 
456—457 


457—458 


618—619 


464—465 


466 


OCCASIONAL PAPERS IN 
EUROPEAN PUBLIC POLICY 


The European Public Policy Institute at the University of Warwick 
has recently established a series of working papers which are now 
available. 


1. Professor Dr.Dr. h.c. Reimut Jochimsen 
Current Matters of Bundesbank Policy, Particularly As They Relate 
To European Economic and Monetary Union 


2. Professor J.J. Richardson 
Doing Less by Doing More: British Government 1979-93 


3. Anna Pollest 
The Single European Market: Multinationals, Merger and 
Concentration in the Food Manufacturing Industry 


4. Andrew McLaughlin 
Complexity in British Policy-Making: Privatising British Leyland 


5. Professor J.J. Richardson and Dr S. Mazey 
Policy Co-ordination in Brussels: Environmental and Regional 
Policy 


6. Daniel Wincott 
The Treaty of Maastricht: An Adequate “Constitution” for the 
European Union? 


Educational Price Within the European Community: £ 3.50 
Elsewhere: £ 5.50 
Non-Educational Price: £7.00 


These prices are per paper and include postage and packing. The papers are 
available from: 

Marie Lucas 

European Public Policy Institute 

The University of Warwick 

Coventry CV4 7AL 

Tel: 0203 524141 





pee a 


NOTES FOR CONTRIBUTORS 
Please send two copies of your article to the editor: 


R. A. W. Rhodes 

Department of Politics, University of York, 
Heslington, York YOI 5DD 

Telephone (0904) 433540; Fax (0904) 433563 


Each copy should include (on a separate covering sheet) the number of words 
and the author's name, title, current address and telephone number(s). 

Most contributions to the journal fall into one of four categories. MAJOR 
ARTICLES should not exceed 8,000 words and should begin with an abstract of 
not more than 150 words. Articles for COMPARATIVE AND INTERNATIONAL 
ADMINISTRATION also should not exceed 8,000 words and should begin with 
an abstract of 150 words. PUBLIC MANAGEMENT section papers should not 
normally exceed 3,000 words, and no abstract is required. Contributions from 
practitioners are particularly welcome here. The occasional NOTES AND SURVEYS 
section is intended for reports of research, items on more specialized topics, etc. 
They should not exceed 2,000 words. 

Manuscripts not accepted for publication are not normally returned unless 
specifically requested. Manuscripts will be sent to referees for comment. In all 
cases the editors’ decision will be final. 

Correspondence relating to previously published material is encouraged as 
long as its principal aim is to improve accuracy and/or refine or refute an 
argument. . 

Submission of an article is taken to imply that it has not been published 
elsewhere, nor is being considered for publication elsewhere. Authors of articles 
accepted for publication will be asked to assign their copyright, on certain 
conditions, to Basi] Blackwell Ltd., to help protect their materia]. Authors should, 
where necessary, obtain permission to use copyright material in their articles. 

Proofs may be read and printer’s errors corrected by authors provided they 
give an address at which they can be reached without delay, and post corrected 
proofs, by first class mail or air mail, within five days of receiving them. With 
rare exceptions, printers errors only will be altered. Certainly, extensive 
alterations to articles cannot be accepted, and authors are asked to ensure that 
their manuscript is in final form before it goes to the printer. 

Authors receive 25 free offprints and one complimentary copy of the issue. 
Additional offprints may be purchased (details are sent with proofs). Authors 
of other articles receive one complimentary copy of the issue in which their 
article appears. 

Style guidelines are available on request. All submissions must be double 
spaced on one side of paper. Bibliographic references should follow the Harvard 
System, and footnotes should be avoided. Contributors must adopt the house 
style for their manuscripts. Many queries can be answered by consulting standard 
texts such as: Hart's Rules for Compositers and Readers and The Oxford Dictionary 
for Writers and Editors (both Oxford University Press). 


< 
3 71 Gel1-yY. F 
i 
a ae 





——"\: 


O M 


